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November 19, 1998

MEMORANDUM

TO: The Commissioners A G E N B A ! ]’ E E‘ti
THROUGH: James A. Pehrkon \/f’ - )Lg{’\o Em‘ Meeting 0[:_,&// 3 / ?g

Acting Staff Director .J

FROM: Robert J. Costa ‘
Assistant Staff Director
Audit Division

SUBJECT: REPORT OF THE AUDIT DIVISION ON CLINTON/GORE 96
PRIMARY COMMITTEE, INC.

Attached for your review is the subject audit report. Also attached are five
memoranda from the Office of General Counsel which together contain a legal analysis of
the audit report. The legal analysis was provided in separate memoranda so that needed
revisions could be made more timely. The narrative portion of the Committee’s response
1o the Exit Conference Memorandum is also attached. Immediately following this
memorandum is a table of contenis for the entire package to aid in locating subject matter
in all of the documents. in order to provide a convenient page reference, the package has
been page numbered consecutively at the bottom of the pages beginning with the first
page of the audit report. Those page numbers are the ones noted on the table of conients.

The Office of General Counsel and the Audit Division a. : in agreement with the
contents of the audit repont. . Certain portions of the Primary Committee’s response have
been expunged pursuant to 11 C.F.R. Pant 2.

In addition to the documents referenced in the Audit Reports, the Audit Division
reviewed the following information in reaching these conclusions: (1) documents
obtained from the candidate committecs, the national and state party committees, and
media and polling vendors; (2) commiitee responses to the ECMs; (3) documents made
publicly-available by the Senate Governmental Affairs Commitiee Report on the
Investigation of Illegal or Improper Activities in Connection with 1996 Federal Election
Campaigns; and (4) disclosure reports and other documents available to the Commission.
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This report is being circulated for placement on the Agenda for the Open Session
Meeting of December 3, 1998.

A complete copy of the Primary Committee’s response, including Exhibits, is
available in the Commission Secretary’s Office. Should you have any questions, please
contact Tom Nurthen (Audit Manager) or Leroy Clay (Lead Auditor) at 694-1200.
Attachments:
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FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

REPORT OF THE AUDIT DIVISION
ON
CLINTON/GORE ‘96 PRIMARY COMMITTEE, INC.

I.  BACKGROUND
A.  AUDIT AUTHORITY

This report is based on an audit of the Clinton/Gore *96 Primary
Committee, inc. (the Primary Commitiee). The audit is mandated by Section 9038(a) of
Title 26 of the United States Code. That section states that “After each matching
payment period, the Commission shatl conduct a thorough examination and audit of the
qualified campaign expenses of every candidate and his authorized committees who
received payments under section 9037.” Also, Section 9039(b) of Title 26 of the United
States Code and Section 9038.1(a)(2) of the Commission’s Reguiations state that the
Commission may conduct other examinations and audits from time to time as it deems
necessary.

In addition to examining the receipt and use of Federal funds, the audit
seeks to determine if the campaign has materially complied with the limitations,
prohibitions, and disclosure requirements of the Federal Election Campaign Act of
1971(FECA), as amended.

This report is a staff document. The analysis of the facts, interpretation of
applicable Jaw, and the conclusions reached have not been considered or approved by the

Commission.

B. AUDIT COVERAGE

The audit of the Primary Committee covered the period from its inception,
April 10, 1995 through December 31, 1997. The Primary Committee reported an
opening cash balance of $-0-; total receipts of $44,753,599; total disbursements of
$44,603,123; and a closing cash balance of $150,476.
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C. CAMPAIGN ORGANIZATION

The Primary Committee registered with the Federal Election Commission
on April 14, 1995. The Treasurer of the Primary Committee is Ms. Joan Pollitt. The
Primary Committee maintains its headquarters in Washington, DC.

During the period audited, the Primary Commitiee maintained depositories
in the District of Columbia, Arkansas, Georgia, New York and Texas. To handle its
financial activity, the Primary Committee utilized a total of 9 bank accounts. From these
accounts the campaign made approximately 23,654 disbursements. Approximately
293,043 contributions from 190,426 persons were received. These contributions totaled
$28,987,800.

In addition to the above contributions, the Primary Committee received
$13,412,198 in matching funds from the United States Treasury. This amount represents
87% of the $15,455,000 maximum entitiement that any candidate could receive. The
Candidate was determined eligible to receive matching funds on Octaber 31, 1995. The
Primary Committee made a total of 9 matching fund requests totaling $14,245,229. The
Commission certified 94.15% of the requested amount. For matching fund purposes, the
Commission determined that President Clinton’s candidacy ended on August 28, 1996.
This determination was based on Section 9032(6) of Title 26 of the United States Code
which states that the matching payment period ends “on the date on which the national
convention of the party whose nomination a candidate seeks nominates its candidate for
the office of President of the United States, ... see also 11 CFR §9032.6. On August 2,
1996 the Primary Commitiee received its final matching fund payment to defray expenses
incurred through August 28, 1996 and 10 help defray the cost of winding down the
campaign.

D. AUDIT SCOPE AND PROCEDURES

In addition to a review of the committee’s expenditures to determine the
qualified and non-qualified campaign expenses incurred by the campaign (see Finding
HLB.). the audit covered the following general categornies:

1. The receipt of contributions or loans in excess of the statutory
limitations;

(54

the receipt of contnibutions from prohibited sources, such as those
from corporations or {abor organizations (see Finding [L.A.);

5.:

proper disclosure of contributions from individuals, political
commitiees and other entities, to include the itemization of
contributions when required, as well as the completeness and accuracy
of the information disclosed;
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4. proper disclosure of disbursements including the itemization of
disbursements when required, as well as, the completeness and
accuracy of the information disclosed;

5. proper disclosure of campaign debts and obligations;

6. the accuracy of total reported receipts, disbursements and cash
balances as compared to campaign bank records;

7. adequate recordkeeping for campaign transactions;

8. accuracy of the Statement of Net Qutstanding Campaign Obligations
filed by the Clinton/Giore *96 Primary Committee, Inc. to disclose its
financial condition and to establish continuing matching fund
entitlement (see Finding IILE.);

9. the Primary Committee’s compliance with spending limitations (see
Finding II1.D.); and

10. other audit procedures that were deemed necessary in the situation (see
Finding IIL.F.).

As part of the Commission’s standard audit process, an inventory of
campaign records is normally conducted prior 1o the audit fieldwork. This inventory is
conducted to determine if the auditee’s records are materially complete and in an
auditable state.

The inventory began on January 6, 1997. Due to the unavailability of
records, the Audit staff suspended fieldwork on January 22, 1997. Prior to leaving, an
iternized list of records neseded was provided-to the Primary Committee. These records,
consisting of: bank statements and enclosures for three campaign depositornies; check
registers for certain operating and payroll accounts; records relative to in-kind
contributions, campaign travel. campaign matenials, Primary Committee credit cards,
media placements, public opinion polls. fundraising, event and allocation codes;
workpapers detailing FEC repon preparation and components for the Statement of Net
Outstanding Campaign Obligations: copies of all Primary Commirtee
contracts/agreements; copies of IRS forms 940 and 941; a listing of key personnel,
including positions and responsibilities; and, Computerized Magnetic Media for
disbursements were initially requested in wniting during the period January 7, 1997
through January 22, 1997.

In a lenter dated January 29, 1997, the Primary Committee was notified
that the records were 1o be made available on or before February 21, 1997; with respect to
records not made available, the Commussion would issue subpoenas for production of tne
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records not only to the Primary Committee, but also to vendors, banks or any other
persons in possession of relevant materials. In addition, the Audis staff identified records
that, at a minimum, had to be made available before fieldwork could resume.

In addition, on January 8, 1997, the Audit staff was instructed that all
requests for vendor files would be directed to a designated staff person and that such
requests would be limited to documentation associated with 2 black of no more than 500
checks (e.g., check numbers 1000 - 1499). The Audit staff met with Primary Commirtee
representatives on January 15, 1997 in an attempt to reach a workable solution as to
access. A solution was not reached and Primary Committee counsel was notified that we
were prepared to recommend subpoenas for all vendor files in the event that a reasonable
solution could not be worked out. On February 19, 1997, Audit Division representatives
met with Primary Commitiee counsel to discuss resuming fieldwork and access to vendor
files. A workable solution as to access was reached.

Audit fieldwork resumed on February 24, 1997. However, the Primary
Commitiee continued to delay production of records. The Audit staff was informed that
attorneys had to review all records prior 1o them being made available to the Audit staff.
In certain instances, the Primary Committee refused to make records available and in
other instances, were not initially accurate as to the existence and/or availability of certain
records requested. For example, the Primary Commitiee refused to make available bank
records pertaining 10 the bank account maintained by the media vendors who placed and
paid for media buys on behalf of the Primary Comminee (see Finding 1I1.A.). Further,
the Primary Committee refused to make available, without conditions and/or restrictions,
copies of all polls conducted on its behalf. With respect to certain electronic spreadsheets
for fundraising and/or legal and accounting aliocations, as well as other computerized
records, Primary Commitiee representatives stated on numerous occasions that such
records could not or would not be made available in a computerized format. When
conunuing to inquire why these records could not be made available in a computenzed
format. the Audit siaff was informed by the Primary Commitiee's accountant that the
Primary Comminee’s Chief Counsel had said that computerized records were not to be
made available 10 the Audit staff. The Audit staff made repeated attempts to meet with
Counsel, however, no such meeting was ever scheduled. Near the end of fieldwork, in
1998, cerain electronic spreadsheet records were eventually provided.

As a result, during the period May 28, 1997 through February 3, 1998, the
Audit staff requested the Office of General Counsel to prepare subpoenas for the
production of records. The Commission 1ssued 22 subpoenas to either the Primary
Commitiee or respective vendors in order to obtain records generally made available 10
the Audit staff at the beginning of fieldwork.'

! Records concerning payments made by the Primary Committee’s media vendors on behalf of the
Democratic National Commirtiee are not in this category.
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It is the opinion of the Audit swaff that the delays in production of records
by the Primary Commitiee resulted in wasting numerous staff hours which directly
delayed the completion of the audit fieldwork a minimum of four months.

Accordingly, the scope of work performed was limited due to delays
encountered in obtaining records necessary to perform the audit. Certain findings in the
Memorandum were supplemented with information obtained from sources other than the
Primary Committee.

The Primary Commitiee as part of its response to the Exit Conference
Memorandum made various comments concerning the Audit staff’s discussion of the
scope of the audit. The Primary committee asseried that this section of the audit report
provided a distorted and incompiete view of the process, and then provides certain
examples of “mischaracterizations” included therein. Further, the Primary Committee
claimed that “[d]espite its full cooperation with these numerous and often conflicting
requests, always maintained a cooperative posture during the audit process ‘Jfor all
information requested that was reasonably within the scope of the audit.” (Emphasis not
in oniginal.)

Various examples and explanations were cited, such as: logistical
problems inherent with the Primary Committee’s move to new offices; the auditors’
demand for additional office space at that location; that “no existing record in the Primary
Committee’s possession was refused;” that the Audit Division refused all attempts at
cooperative compromise pertaining to gaining access to the Primary Committee’s media
vendor’s records; and that the auditors repeatedly insisted that particular records which
the Primary Committee “did not have™ in a computerized format be created.

The Audit staff stands by the scope limitation and related discussion as
presented in the Exit Conference Memorandum and this report. The candidate agreed as
a condiuion to obtaining matching funds to: furnish all documents related to
disbursements and receipts. inciuding compugerized information; furnish all
documentation relating to disbursements made on the candidate’s behalf by other
organizations; permit an audit and examination of all receipts and disbursements
including those made by the candidate, authorized commitiee or any agent authorized to
make expenditures on behalf of the canidate or authorized comminee. Further, the
candidate apreed to facilitate the audit by making available in one central location office
space, records and such personnel as are necessary to conduct the audit and examination.
The candidate and commintee agreements provided for at 11 CFR §9033.1 were signed in
October, 1995.

As detailed above. cenain records necessary to the conduct of the audit
were not made available at the commencement of audit fieldwork in January, 1997 and in
some cases were not made available until subpoenas were issued by the Commission to
compel production. The Primary Committee is entitled to express its opinion and attempt
1o explain why it feels “[i]t would be utnterly inappropriate for such a distorted and one-
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sided description of the process to be included in the proposed raft Final Audit Report.”
The Primary Committee’s response will be included in the documents available to the
Commission when the audit report is considered in open session.

Unless specifically discussed below, no material non-compliance was
detected. It should be noted that the Commission may pursue further any of the matters
discussed in the audit report in an enforcement action.

IL. FINDINGS AND RECOMMENDATIONS - NON-REPAYMENT
MATTERS

A. RECEIPT OF PROHIBITED {CONTRIBUTIONS RESULTING FROM
EXTENSIONS OF CREDIT BY COMMERCIAL VENDORS

Section 441b(a) of Title 2 of the United States Code states, in part, that it
is uniawful for any corporation to make a contributicn in connection with any election for
Federal office.

Section 116.3(a) of Title 11 of the Code of Federal Regulations states that
a commercial vendor that is not a corporation may extend credit to a candidate, a political
comminee or another person on behalf of a candidate or political committee. An
extension of credit will not be considered a contribution to the candidate or political
committee provided that the credit is extended in the ordinary course of the commercial
vendor's business and the terms are subsiantially similar to extensions of credit to
nonpolitical debtors that are of similar risk and size of obligation. Section 116.3(b) of
Title 11 of the Code of Federal Regulations states that a corporation in its capacity as
commercial vendor may exiend 1o a candidate, a political committee or another person on
behalf of a candidate or political committee provided that the credit extended in the
ordinary course of the corporation’s business and the terms are substantiaily similar to
extensions of credit 10 nonpolitical debtors that are of similar risk and size of obligation.

Section 116.3(c) of Title 11 of the Code of Federal Regulations states that
in determining whether credit was extended in the ordinary course of business, the
Comumission will consider: (1) whether the commercial vendor followed its established
procedures and its past practice in approving the extension of credit; (2) whether the
commercial vendor received prompt pavment in full if it previously extended credit to the
same candidate or political commitee: and (3) whether the extension of credit conformed
1o the usual and normal practice in the commercial vendor’s trade or industry.

During our review of selected Pimary Commitiee disbursements, the
Audit staff noted that on October 28. 1996, the Primary Committee made three payments
1o the polling firm of Penn + Schoen Associates, Inc. (Penn + Schoen) which included
reimbursements for travel expenses, totaling $74,970, incurred by Mark Penn, Dougias
Schoen and Jill Kaufman berween May 4, 1995 and June 30, 1996. The invoices were
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dated October 28, 196, and were date stamped as received by the Primary Committee
ajso on October 28, 1996,

The Primary Committee paid approximately $1.8 million (16 payments) to
Penn + Schoen, the Primary Commitiee’s main polling firm, during the pericd covered by
this audit. It appeared that other payments to this vendor were made in a timely manner.
During audit fieldwork the Audit staff was unable 1o determine if Penn + Schoen
followed its established procedures and its past practices relative to this extension of
credit nor were we able to determine whether the extension of credit conformed to the
usual and normal practice in the vendor’s industry. The reimbursement policy in Penn +
Schoen’s consulting agreement made no mention as to time frames for the billing and
payment of travel expenses. According to a Dun + Bradstreet Public Record Search,
Penn, Schoen + Berland Assoctates, Inc. (former name: Penn + Schoen Associates, Inc.),
was incorporated in the state of New York on October 30, 1984 and was still active as of
January 17, 1998.

The Primary Committee provided documentation in the forrn of an
affidavit from Rick Joseph who is the Controller at Penn + Schoen. He is responsible for
preparing and sending invoices to clients for services rendered and expenses incutred.
Mr. Joseph stated the Controller position was vacant for approximately four months prior
10 his employment (September 3, 1996) and that due to inadequate staffing, during this
vacancy, Penn + Schoen did not regularly bill its clients for invoices that required
research or back-up documentation. Mr. Joseph stated further that soon after his
employment, he discovered that invoices for travel expenses incurred between May, 1995
and June, 1996, on behalf of Clinton/Gore ‘96 Primary Committee, Inc. had either not
been invoiced to the Pnmary Committee or were invoiced, but lacked the correct back-up
documentation. The Conwoller continued by stating that while the position of Controller
was vacant an accounting assistant forwarded ten invoices to the Primary Committee
totaling $45.331. for travel dating back to May, 1995, however, Penn + Schoen was
notified by the Pnmary Comminee that these invoices did not contain all the necessary
back-up documemation. During August - September, 1996, as requested by the Primary
Commirntee, Penn + Schoen continued to provide additional documentation to support its
reimbursement requests. The Controlier stated that he rebilled the Pritnary Committee on
October 28, 1996 for $37,548 to comply with the Primary Committee's travel
reimbursement policies. Penn + Schoen was reimbursed for this amount on October 28,
1996. Mr. Joseph stated that he sent an invoice on October 4, 1996 to the Primary
Commitiee for the amounts of $32.037 and $16,605 with back-up receipts for Mark
Penn’s and Douglas Schoen's travel dating back to January 1, 1996. These invoices were
revised on October 28, 1996 to comply with the Primary Committee’s travel
reimbursement policies. The Primary Commitiee reimbursed Penn + Schoen for the
amounts of $30,262 and $14.830 on October 28, 1996.

In the Exit Conference Memorandum (the Memorandum), the Audit staff

recommended that, the Primary Compnitiee provide additional documentation or any
other comments 10 demonstraie that the credit extended ($74,970 in travel expenses
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incurred) by the vendor was in the normal course of its business, including statements
from the vendor and did not represent a prohibited contribution. The information
provided should include examples of other customers or clients of similar size and risk
for which similar services have been provided and similar billing arrangements have been
used. Also, information conceming billing policies for similar clients and work, advance
payment policies, debt collection policies, and billing cycles should be included.

In response to the Memorandum, the Primary Committee stated that the
Commission regulations and advisory opinions do not provide a set time in which
payment must be made, but only require that the billings be handled in the vendor’s
normal course of business. It further stated that the documentation confirms that the
vendor handled its respective billings in the normal and ordinary course of its business in
accordance with 11 CFR § 116.3.

The Primary Committee also submitted another affidavit from Mr. Joseph,
the current Controller at Penn + Schoen. Mr. Joseph stated that the project manager
generally oversees the billing with respect to his or her project. “Generally, our normal
business practice is to bill on a current basis for our services, such as polling. However, it
is also generally our normal billing practice, unless a credit risk is perceived with respect
to a particular client or other special circumstances exist, to usually bill most of our
reimbursable travel expenses at or about the conclusion of a project.” (Emphasis not in
original.)

Mr. Joseph stated further that an effort was made to advance the billing
process for travel expenses billed to Clinton/Gore '96 rather than waiting until at or near
the conclusion of a project. However, the effort was not successful for the following
reasons:

¢ Mark Penn and Doug Schoen, the project managers, traveled at that time on a
continual basis and were extremely busy, it was very difficult for them to find the
time. given their schedules, to gather their expense documentation or to review
and sign off on expense reports. They were simply too busy performing services
under the pressure of a campaign to perform the project manager’s travel expense
billing function in advance of the completion of the project.

e The accounting department. consisting of only a Controller and an assistant, was
understaffed and thus not equipped to step in and perform the project manager’s
function.

e Given the size of the client and the project, the billing process, the understaffing
and staff tumover in the accounting department, the hectic trave} schedules of the
principals, the project managers involvement in the project as well as other
projects, Clinton/Gore 96 was billed travel reimbursements at or about the
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conclusion of the project. which, at the time was the same billing method
customarily applied 1o other clients similarly situated.

Thus, according to Mr. Joseph, the billing for travel reimbursements to
Clinton/Gore "96 was in the ordinary course of business.

In the Audit s1aff’s opinion, the affidavit from Mr. Joseph could be
interpreted that with respect to the Primary Committee, Penn + Schoen’s normal billing
practice for travel expenses would be to bill on a current basis as opposed o at the
conclusion of the project. He stated “generally our normal billing practice, unless a credit
risk is perceived with respect to a particular client or other special circumstances exist [is)
to usually bill most of our reimbursable travel expenses at or about the conclusion of a
project.” Mr. Joseph appears to be stating that Penn + Schoen was aware of the
imporance of billing the Primary Committee for travel expenses on a timnely basis.
However, due to understaffing and/or staff tumover, timely billing was not possible. The
Primary Committee did not subrmit, as recommended, documentation from Penn +
Schoen such as examples of other customers or clients of similar size and nisk for which
similar services have been provided and similar arrangements have been used. Such
documentation is critical in determining if an extension of credit was made in the
ordinary course of business.

In the opinion of the Audit staff, the Primary Committee did not
demonstrate that the extension of credit by Penn + Schoen conformed to the usual and
normal practice in its business or in its industry as required by 11 CFR § 116.3.

As a result, the amount of the contribution made by Penn + Schoen
remains at $74,970.

[II.  FINDINGS AND RECOMMENDATIONS - REPAYMENT MATTERS

A, RECEIPT OF AN APPARENT EXCESSIVE CONTRISUTION - MEDIA ADS
PalD FOR BY THE DEMOCRATIC NATIONAL COMMITTEE

Section 4412 (a}{2)(A) of Title 2 of the United States Code states in part
that no muhicandidate political comminee shall make contributions to any candidate and

his authorized political committees with respect to any election to Federal office which, - -

in the aggrepate, exceed $5.000. Section 441a (a)(7)(B) states that expenditures made by
any person in cooperation. consultation, or concert with, or at the request or suggestion
of. a candidate, his authorized political commitiees, or their agents, shall be considered to
be a contribution 10 such candidate. The section then states that the financing by any
person of the dissemination. distribution, or republication, in whole or in part, of any
broadcast or any written, graphic. or ather form of campaign materials prepared by the
candidate, his campaign committees, or their authorized agents shall be considered to be
an expenditure. The purpose. content and timing of any speech-related expenditure
distinguish coordinated activity that gives rise to a contribution from other interaction.
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Section 441a(d) of Title 2 of the United States Code provides that the
national committee of a political party may make a limited amount of “‘coordinated party
expenditures” in connection with the general election campaign of its Presidential
candidate that are not subject to, and do not count toward, the contribution and
expenditure limitations at 2 U.S.C. §§441a(a) and (b) including the expenditure limitation
for publicly-funded candidates. See also 11 CFR §110.7(a){6). A coordinated party
expenditure in excess of the 2 U.S.C. §441a(d)(2) limitations would be subject to the
contribution limitations.

In determining whether specific communications paid for by parties were
coordinated expenditures subject to the 2 U.S.C. §441a(d) limitations, the Commission
has considered whether the communication refers to a “clearly identified candidate”™ and
contains an “electioneering message™ in Advisory Opinions (“AQ"™) 1984-15 and 1985-
14. Section 431(18) of Title 2 of the United States Code defines the term “clearly
identified” to mean that the name of the person involved appears, a photograph or
drawing of the candidate appears; or the identity of the candidate is apparent by
unambiguous reference. In AO 1984-15, the Commission stated that the definition of
“electioneering message” includes statements designed to urge the public to electa
certain candidate or party, or which would tend to diminish public support for one
candidate and gamer support for another candidate. Citing AQ 1984-15, the Comrnission
also stated in AO 1985-14 that “expenditures pursuant to 2 U.S.C. §441a(d) may be made
without consultation or coordination with any candidate and may be made before the
partv's general election candidates are nominated.”

Section 100.7(a) of Title 11 of the Code of Federal Regulations states, in
part. that a contribution includes a gifi. subscription, loan, advance, or deposit of money
or anything of value for the purpose of influencing a Federal election. Anything of value
includes all contributions in-kind.

Section 100.8(a)(1) of Title 11 of the Code of Federal Regulations defines
an expenditure to include any purchase, payment, distribution, loan, advance, deposit, gift
of money or anyvthing of value, made by any person for the purpose of influencing any
eiection for federal office. Section 100.8(a)( 1 )(iv)(A) of Title 11 of the Code of Federal
Regulations states “anything of value™ includes in-kind contibytions. Section
104.13(a)(1) and (2) of Title 11 of the Code of Federal Regulations requires that each in-
kind contribution be reported as both a contribution and an expenditure.

Section 44 1a(f) of Title 2 of the United States Code prohibits candidates
or political committees from knowingly accepting any contribution that violates the
contribution hmitations.

Section 9032.9 of Title 11 of the Code of Federal Regulations defines a
qualified campaign expense as a purchase, payment, distribution, loan, advance, deposit,
or gift of money or anything of value that is:

10
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¢ incurred by or on behalf of a candidate or his or her authorized committee
from the date the individual becomes a candidate through the last day of the
candidate’s eligibility;

¢ made in connection with his or her campaign for nomination; and,

¢ neither the incurrence nor payment of which constitutes 2 violation of any law
of the United States or of any law of any State in which the expense is
incurred or paid.

An expenditure is made on behalf of a candidate, including a Vice
Presidential candidate, if it 1s made by:

e an authorized committee or any other agent of the candidate for the purpose of
making an expenditure;

¢ any person authorized or requested by the candidate, an authornized committee
of the candidate, or an agent of the candidate to make the expenditure; or

o acommittee which has been requested by the candidate, by an authorized
committee of the candidate. or by an agent of the candidate to make the
expenditure, even though such committee is not authorized in writing.

Section 9034.4(e) of Titie 11 of the Code of Federal Regulations provides
the following rules that apply to candidates who receive public funding in both the
primary and general election. Any expenditure for goods or services that are used
exclusively for the pnmary election campaign are attributed to the primary committee’s
expenditure limits: any expenditure for goods or services that are used exclusively for the
general election campaign are attributed to the general election limits. The costs of a
campaign communication that does not include a soliciiation are attributed based on the
date on which the communication is broadcast, published or mailed. Media production
costs for media communications that are broadcast or pubiished both before and after the
date of the candidate’s nomination are attributed 50% to the primary election limits and
50% 1o the general election limits. Distribution costs, including such costs as air time
and advertising space in newspapers. shall be paid for 100% by the primary or general
clection campaign depending on when the communication is broadcast or distributed.
The relevam date for determining whether an expense is for the primary or general
election is the candidate’s daie of nomination.

Section 9035.1{a)(1) of Title 11 of the Code of Federal Regulations, states,
in part, that no candidate or his authorized committees shall knowingly incur
expenditures in connection with the candidate’s campaign for nomination that in the
aggregate exceed $10.000.000 as adjusted under 2 U.S.C. §441a(c).
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Section 441a(b) and (c) of Title 2 of the United States Code makes
publicly-funded candidates subject to expenditure limitations. Section 9033(b)(1) of Title
26 of the United States Code requires that, to be eligible to receive public financing in the
primary election, a candidate must certify to the Commission that, inter alia, he or she
and his or her authorized committees wil! not incur qualified campaign expenses in
excess of the expenditure limitation. Section 441a(f) of Title 2 of the United States Code
prohibits candidates or political committees from knowingly making expenditures in
violation of the primary election expenditure limitation at 2 U.S.C. §441a(b).

BACKGROUND

During the audit fieldwork, the Audit staff requested station documentation for all
media ads placed on behalf of the Primary Committee by its media vendor. Further, the
Audit staff requested bank statements, including all enclosures, for all bank accounts
s maintained by the media vendor and used to make payments for media ads placed on

i behalf of the Primary Committee.’ The Primary Committee stated initially that bank
i statemnents for the media vendor's account used to handle the Primary Committee’s
i activity, although requested would not be provided to the Audit staff because the bank
- account used by the media vendor also contained activity related to other clients.
Subsequently, the Primary Committee provided cenain canceled checks purported to
. represent checks issued by its media vendor for Primary Commitiee media buys; station
documentation for certain media flights was also provided.’

Gui
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Based on our review of the documeatation made available, the Audit staff
determined that the Primary Commirtee’s media vendors were Squier Knapp Ochs
Communications (SKO} and November 5 Group, Inc. (Nov 5). Primary Committee
media ads’ that aired in June 1995 through March 1996 were placed by SKO. Starting in
Mav 1996 through August 21, 1996. all Primary Committee media ads were placed by
Nov 5.* Both SKO and Nov 5 maintained at least one bank account each at the National
Capital Bank of Washingion. From these accounts, funds were disbursed to television
swations in payment of media ads on behalf of the Primary Committee. According to a
newspaper articie (The Washington Post. Sunday. January 4, 1998, A Section) Robert D.
Squier, William N. Knapp, Mark Penn, Douglas Schoen and Dick Morris were each a
partner in Nov 5.

1 For Tutle 26 audits of primarv and general election candidates, these records may also be
examuwned at the offices of the media firm.

} Mediz flights represent a penod of ume 1n which one or more media ads were placed.
‘ Throughout this Memorandum, “Primary Committee ad” refers 10 an advertisement paid for by
the Primary Committee. It does not include ads that may be related 1o the primary efection but

were paid for by the DNC either directly or through vanous Democratic stale party committees.

* No Primarv Commitiee media ads were placed duting the period August 1995 through February
1596.
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Mr. Squier and Mr. Knapp are partners at SKO, the Primary Committee’s
principal media vendor. Mr. Penn and Mr. Schoen are partners at Penn + Schoen
Associates, Inc. (PSA) the Primary Committee’s polling firm.* Mr. Morris was a media
consultant.

In addition, the Audit staff noted instances where canceled checks issued by
SKO/Nov 5 contained annotations such as “DNC" or “DEMOCRATIC NATIONAL
COMM/STATE PARTY.” Station documentation {also known as station affidavits)
issued by the broadcast station contained information such as the date, ime, name or
other reference 1o an ad aired, amount charged for air time, and the television station that
aired an ad, as well as a section that contained the name of the advertiser and product. In
many instances, the advertiser/product section contained references such as “democratic
national committee”, “dnc/clinton gore ‘96 or “dnc.”

On July 2, 1997, the Commission issued subpoenas to the Primary Committee,
SKO, and Nov 5 in order to obtain media reconciliaticns, station documentation not
previously provided, all bank statemenits, all canceled checks and debit advices issued by
the media vendor on behalf of the Primary Committee and ali deposit tickets/slips and
credit advices associated with the deposit of Primary Committee funds into any
account(s) maintained by SKO or Nov 5.

Counse! for the Primary Committee responded on behalf of the Primary
Commitiee. SKO and Nov 5. In response, media reconciliations, all missing station
documentation for flights, and a VHS tape of Primary Committee media ads were made
available for review. SKO and Nov 5's bank statements and enclosures represented as
specifically related 1o Pimary Commintee transactions were also made available.
However. the bank statements contained redactions.

In order to obtain all bank records related 10 these accounts, the Commission
issued a subpoena o the National Capital Bank of Washington on September 3, 1997, for
all bank statements. enclosures, including canceled checks, deposit items and all debit
and credit advices for the identified accounts maintained and used by SKO and Nov 5.
The penod covered was April 1995 through December 31, 1996. The National Capital
Bank of Washington (the Bank) submitted bank statemems, and all enclosures which
could be retrieved from the Bank’s records systems for the accounts requested.

* I appears that the results of polls. advenising tests and mall tests were used o develop media ads.
! Medha reconciliations were prepared by the media firtn and contained information such as, client

name, flight date, ad name. broadcast stations used. check number used to pay a specific station,
gross billing. net paid to station, net due to stations, commissicn charged, amount due from client

and amount received from ciient.
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On January 16, and 30, 1998, the Commission issued additional subpoenas to
SKO and Nov 5 in order to obtain additional media decumentation including media
reconciliations (in electronic format), certain bank records, VHS tapes, and station
documentation for all advertisements paid from the SKO and Nov 5 accounts by or on
behalf of the DNC or any stat2 or local party committee, or was associated in any way
with the DNC or any state or local party committee. The period covered was April 1,
1995 through August 28, 1996.

The Audit staff reviewed all documentation provided by the Primary Committee
and all documentation received as a result of the above subpoenas. Our review found that
during the period June 1995 through August 28, 1996, media ads were placed by SKO
and/or Nov 5, the cost of which was fiunded directly or indirectly by the Democratic
National Commitiee (the DNC).* The cost of the DNC media ads was $42,373,336.°
During the same period Primary Committee media ads were placed by SKO and/or Nov
5, the cost of which ($11,731,101) was funded by the Primary Committee.

Our review also found that the DNC wired funds directly 10 SKO and/or Nov 5
bank accounts. In addition, the DNC itemized on its FEC reports disbursements of funds
directly to state party committees; once received the state party committees wired funds
1o either SKO's or Nov 5’s bank accounts. In the case of one state party committee, the
Pennsvivania Democratic Comminee, it was noted that in excess of $4,000,000 was
wired to identified accounts maintained by SKO and Nov 5. Credit advices included with
SKO's and Nov §'s bank statements identified the funds as wire transfers originating
from CoreStates Bank. These credit advices contained the following notation
“CORESTATE PHIL [apparently Philadelphia) ORG=COMMERCIAL LOAN
HARRISBURG HARRISBURG FIS ORG #0101 PA 00"

PLACEMENT OF PRIMARY COMMITTEE AND DNC Aps BY SKO anp Nov s

The charnt below depicts the dates of and amounts due to broadcast stations
relative 10 the placement of Primary Comminee ads and DNC ads'' undertaken by SKO

' Audit work performed to prepare this Memorandum did not include an examination of the DNC's
or stale parties’ bank or other intermial financial records. Disclosure reports (DNC/State party
commintees) filed with the FEC were reviewed.

' This figure represents the amount due to broadcast stations relative to ads placed ard aired.

e On February 28, 1998, the Commussion 1ssued a subpoena to CoreStates Bank in order to obtain
any and all documentation associated with the apparent commerciai ioan. To date a satisfactory
response has not been received  Prelimunary responses received appesr to indicate that the source
of funds wired to SKO and Nov 5 was not, in whole or part, from the proceeds of a commercial
loan 1ssued by CoreStates Bank Currently, an affidavit has been sent to CoreStates Bank secking
confumation of issues addressed in the subpoena.

n Throughout this Memorandum, “DNC ad" refers to any advertisement paid for by the DNC either
directly or through vanous Democrauc state party commitiees.
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and/or Nov 5. This information was obtained from media nciliations prepared by
SKO and/or Nov 3.

Primary Commitiee Ads DNC Ads
RunDates  Amounts due to RunDates  Amountsdueto
ﬂz.gﬁ()[ﬁ ﬁ?ﬁgﬂi
06/27/95 - $2.304,274
07/24/95
08/16/95 - $15,692,881
03/05/96
03/08/96 - 5389321 §03/07/96 - 2,487,795
03725196 03/27/96
03/30/96 - 5,021,284
05/03/96
05/04/96 - 1,185.882 | | 05/04/96 - 3,293,351
05/31/96 05/31/96
06/01/96 - 11,169,521
07/09/96
07109/96 - 7.972.013 1 |0710/96 - 2,764,252
08.21/96 08/21/96
T0821/96 - 1,944,252
08/28/96
Total $11,731,10) $42.373,336
]

Initially, during the period June 27, 1995 through July 24, 1995 only Primary
Commitiee ads were aired. During the period August 16, 1995 through March 5, 1996 no
Primary Committee ads aired; however. nearly $15.7 million was spent by the DNC to
broadcast DNC ads. The next period. March 7, 1996 through March 27, 1996, both
Primary Comminee and DNC ads were aired. These patterns continued through August
21, 1996. Only DNC ads atred during the period from August 22, 1996 to August 28,
1996 (the Candidate’s date of ineligibility).
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To recap, first only Primary Committee ads were run (6/27/95 - 7/24/95), then
only DNC ads (8/16/95 - 3/5/96), followed by both Primary Comrmittee and DNC ads run
(3/8/26 - 8/21/96). Finally, no Primary Committee ads were placed after August 21,
1996; however, during the period August 21, 1996 through August 28, 1996, placement
cost for DNC ads, totaled $1,944,252 (excluding commissions). It should be noted that
the DNC reported the cost of DNC ads which aired August 15, 1996 through August 28,
1996 as expenditures pursuant to 2 U.S.C. §441a(d).

As can be easily identified, two distinct patterns exist. They are: 1) periods of
time when only Primary Committee ads were aired and periods of time when only DNC
ads were aired; and, 2) periods of time when both DNC and Primary Committee ads were
aired.

EVIDENCE OF COORDINATION

The items discussed below indicate coordination and cost sharing between the
Primary Committee and the DNC. As of the close of audit fieldwork, documentation
with respect to allocations of costs between the Primary Committee and the DNC had not
been reviewed.

Shared Production Expenses

On May 8, 1996, SKO invoiced the Primary Committee $10,605.96 for
production expenses related 1o a shoot in lowa (2/10/96 - 2/11/96), dubbing/shipping
costs and film shoot and travel expenses. Attached to the invoice was a breakdown of
expenses which totaled $21,211.91. These expenses were allocated equally between the
Primary Committee and the DNC. The Primary Committee paid SKO $10,605.96 toward
these expenses. Information was nct available with which to verify the DNC’s payment.
On the same date. SKO invoiced the Primary Comminee $10,605.68 for expenses
associated with “Shoot footage of Clinton at White House for Video - ‘lowa/New
Hampshire'.” Supporting documentation foc all related sub-contract expenses was
annotated with the DNC’s account ¢code. The Primary Committee paid SKO $10,605.68
on May 31. 1996

In anothe. instance involving SKO, the Primary Committee was invoiced
$23.076.90 for expenses related 1o B-roll shoot (2/29/96 - 3/20/96). Attached to the
invoice was a breakdown of expenses. which totaled $46,153.80. These expenses were
allocated equally between the Pnmary Committee and the DNC. The Pnmary Committee
paid SKO $23,076.90. Information was not available with which to verify the DNC’s
payment.

Finally, on September 16, 1996, SKO invoiced the Primary Committee
$15.829.65 for expenses associated with an ad entitled “Nobody”. Supporting
documentation includes an invoice from Interface Video Systems, Inc. for
dubbing/satellite charges totaling $1.215. Of the 5 detailed charges noted on this inveice,
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three charges, totaling $984, were annotated C/G and two chargs, totaling $231, were
annotated DNC. The SKO invoice included only the Primary Commitee’s portion of the
dubbing and satellite charges ($984). The job title line states “ ‘Nobody” and ‘Them’ / 75
VHS and 23 BCSP/Mike McMillen.” The words *Nobody™ and “Them” were annotated
C/G and DNC respectively.

As discussed below under The TV Ads, the Priznary Committee ad Nobody and
the DNC ad Them were exactly the same in audio and video content.”? Both ads ran in
August, 1996.

Of the remaining 10 SKO invoices issued to the Primary Committee and
associated with production expenses, all but two contained annotations indicating DNC
related charges.

PLACEMENT OF ADS

Coordination between the Primary Committee and the DNC as evidenced in the
placement of certain ads by Nov 5 was noted during our review.

During the period May 25, 1996 1o May 31, 1996, Nov 5 on behalf of the Primary
Committee placed ads totaling $1,101,062. During the same period, Nov 5 on behalf of
the DNC placed ads totaling $563,253. The DNC ads and the Primary Committee ads
were placed with the same 112 broadcast stations. With respect to ads placed with 109
(of the 112) stations. the checks issued by Nov 5 to the stations on behalf of the DNC or
the Primary Commitiee were in the same amount. For example, during this period, Nov 5
placed ads a1 the broadcast station WCCO. Nov 5 issued check number 2146 in the
amount of $13.855 to the station on behalf of the DNC for ads placed. This check was
annotated “dnc/state party comminee”. In addition, Nov 5 issued check number 2431 in
the amount of $13.855 10 the same station on behalf of the Primary Committee for ads
placed. However, it should be noted that the media reconciliation for this period
indicated that only $73.049 in ads were placed on behalf of the DNC. In response to our
inquiry. a representative of Nov 5 stated, “[t]he media buy was scaled back considerably
after the checks were sent 10 the stations. The stations kept the money and applied the
surplus to the next media buy placed by the DNC. The actual amounts are reflected in the
media reconciliations previously provided to you.™

Even though the DNC's madia flight “was scaled back considerably” the initial
placement of the ads indicates coordination with ads placed on behalf of the Primary
Committee.

" Near the end of each ad a “PAID FOR BY ..." appears superimposed on the video portion, for the
DNC ad the paver is the DNC or a state party organization, for the Primary Comminee ad, the
paver is the Primary Committee.

17
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Furthermore, for other DNC media flights and Primnary Committee media flights
both covering the same time period, Primary Committee and DNC ads were placed at the
same stations, however, the amounts charged by the stations were not exactly the same
with respect to DNC ads versus Primary Committee ads as placed.

Another indicator of coordination between the Primary Committee and the DNC
involves a standard form memorandum for authorization of production and air time
purchased. One section of this memorandum states “The cost will be allocated
a % forthe DNC and ____ % for Clinton/Gore ‘96.” The next line states
“attorneys to determine.” The following individuals were named recipients of this
memorandum: Peter Knight (Primary Committee - Campaign Manager), Ted Carter
(Primary Committee - Chief Operating Officer/Deputy Campaign Manager), Harold Ickes
(then White House Deputy Chief of Staff), B.J. Thomberry (DNC Chief of Staff), Bill
Knapp (Media Consultant, SKO/Nov 5), Jeff King (DNC Finance Division), Doug
Sosnik (White House Political Affairs Director), Brad Marshall (DNC Chief Financial
Officer), Lyn Utrecht (Primary Committee ‘s General Counsel) and Joan Pollitt
(Treasurer - Primary Committee).

One authorization memorandum, dated July 3, 1996, from Harold Ickes and Doug
Sosnik to Jennifer O’Connor (then Special Assistant to the President) authorized SKO 10
produce I spot. Within the section entitled “other” the memorandum states:

Tobaceo ¥

1) C-G buy - $617,000 - 7/9 - 7/16

2) DNC buy - $1.1 {million] - 7/10 - 7/16
3) dubbing and shipping - c-g - §5,000
4) production - $14,000 - c-g

With respect to allocation, the memorandum states "attomneys to determine™.

Nov 5 placed Primary Committee ads totaling $468,682 (First Time) and
$915.627 (Hold) during the period July 9, 1996 through July 16, 1996 and july 11, 1996
through July [8. 1996 respectively. Nov 5 placed DNC ads totaling $457,030 during the
period July 10, 1996 through Julv 16, 1996. The Primary Committee ad “First Time"
addressed children trying smoking for the first time. The DNC ad “Enough™ included,

among other topics, school antj-drug programs.

In First Time, President Clinton’s stated position to “'stop ads that teach our
children to smoke™ is contrasted 10 Dole’s stated position of opposing an FDA limit on
tobacco ads that appeal to children and his position that “cigarettes aren’t necessarily
addictive™ and presents to the viewer a choice “Bob Dole or President Clinton who’s
really protecting our children”" The DNC ad, entitled Enough (the audio and video
portion is very similar to DNC ads “Another” and “Increased” which also ran in late June

v The Audit staff did net receive a copy of an ad(s) entitled “tobacco” in VHS format.

ATTACEMELT ,__E:EE
Pago 0.2 of

18




19

and early July, 1996) contrasts President Clinton's stated accomplishments in the areas of
immigration, crime, and school anti-drug programs to stated positions attributed to
republicans or Dole/Gingrich such as opposing the protection of U.S. workers from
replacement by foreign workers and the stated consequences of “the Dole Gingrich
budget” such as to repeal approved funding for 100,000 new police and to authorize less
funding for school anti-drug programs. The DNC ad concludes with “only President
Clinton’s plan protects our jobs our values.”

The Primary ad mentioned Bob Dole and his views which are contrasted to
President Clinton’s - the DNC ad mentioned the Dole Gingrich budget and Dole Gingrich
attempts to cut funding to programs endorsed by President Clinton. The former presents
a stated choice Dole or Clinton, while the DNC ad presents the ciear message that “only
President Clinton's plan protects our jobs our vaiues.” In the opinion of the Audit staff,
both ads are designed to gamer public support for a certain candidate, namely President
Clinton and diminish public support for Bab Dole. A detailed discussion of the content
of all 37 DNC ads aired during the primary period is included below.

i Another indicator of coordination is contained in an authorization memorandum
B from Jennifer O'Connor (then Special Assistant to the President) to Peter Knight, B.J.
Thomberry, Brad Marshall, Ted Carter, Joan Pollitt, Lyn Utrecht and Joe Sandler
{General Counsel of the DNC), with a copy going to Harold Ickes. This memorandum
relates, in part, “Harold has authorized payment of the following Squier/Knapp/Ochs/
invoices with cerresponding authorization forms. Authorization is to pay only costs
which meet the DNC and Re-elect policies, including travel policies.™ The
memorandum listed authorizations to purchase both production and air time with respect
to the DNC and the Pnimary Committee.

Polling"

In response to an Audit staff inquiry concerning various polls conducied on behalf
of the DNC and the Pnimary Commuttee, Mark Penn, as president of PSA, stated in an
affidavit that

“beginning in April 1995 until November 1996, 1 presented

polling results at meetings held at the White House residence,
generally on a weekly basis. The results were presented
simultaneously to the representatives of Clinton/Gore, the

White House and the DNC who were in aitendance at these meetings.”

1 The Audit staff has not reviewed any of these “policy” documents at this time,

1 The Regulations, at 1) CFR 106.4 - Allocation of Polling Expenses - provides for the sharing of
poll results and allocation of costs related thereto. The cost of gll Primary Committee and DNC
(prumary) polls totaled $3,183.216. The cost aliocated to the Primary Commitiee was $1,732,752
(54%) while the DNC share totaled $1,450,464 (46%). The Audiz staff viewed this allocation of
costs as reasonable.
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Mr. Penn also states he presented polling results to Senator Chris Dodd and
Donald Fowler, Co-Chairmen of the DNC, at separate briefings.

In response to our inquiry, Joseph E. Sandler, General Counsel of the DNC, in a
letter, dated April 8, 1998, 1o Lyn Utrecht, General Counsel of the Primary Committee

stated, in part:

“this will respond to your request for information about the
distribution of information from polls conducted by Penn, Schoen &
Berland (formerly known as Penn & Schoen) jeintly for the Democratic
_ National Commitnee (“DNC”) and either Clinton/Gore ‘96 Primary
v Committee or Clinton/Gore ‘96 General Committee, the costs of polls
have been shared by the DNC and one of the Clinton/Gore committees.

- The purpose of these polls, conducted during 1995 and 1996, was

£, to determine the Democratic Party’s message and political strategy for

i purposes both of creating Party communications, including Party-

I sponsored media and Party-created campaign materials, and of developing

message and strategy for the field operations run by the state Democratic
Parties, with assistance and partial funding by the DNC, on behalf of the
; entire Democratic ticket in the 1996 general election.

I am advised that, to these ends:

(1) All poll results were made available in full to the DNC’s media
consulants (Squier/Knapp/Ochs, Message Advisors, Sheinkopf &
Associates and Manus Penczner, and November 5 Group) who created
Party issue adventising for the DNC and Democratic state party
committees, advertising which was run in 1995 and 1996.”

In the Audit stafT"s opinion. the above items discussed under Production, Ad
Placement and Polling demonstrate that coordination between the White House, DNC,
SKO. Nov 5 and the Pnmary Committee existed with respect to the development and
placement of both Primary Commitiee and DNC media ads.

THE TV ADS

The information discussed above was gleaned from our review of bank records,
media flight reconciliations for time buys {prepared by SKO or Nov §), affidavits and
invoices issued by the broadcast stations, internal documents prepared by the Primary
Committee related to the planning and purchase of TV air time, production invoices and
related documents, most of which were obtained as a result of subpoenas issued by the
Commission to SKO and NOV 5 and their bank, and the Primary Committee. Also
obtained via subpoena were video tapes represented to contain all ads placed or run on
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behalf of the Primary Committee or the General Committiee; video tapes represented to
contain al} ads paid for or run on behalf of the DNC or any state or Jocal party committee,
or associated in any way with the DNC or any state or local party commitiee and rejated
to any transactions in two bank accounts used by SKO and Nov 5 for the peried April 1,
1995 through November 5, 1996. In response to these subpoenas the Audit staff received
atotal of 13 video cassettes containing i3 Primary Committee ads, 53 General
Committee ads, and 812 DNC ads.*¢

As noted in the previous sections, there was apparently coordination between the
DNC and the Primary Committee concerning the production and placement of television
ads during the period from April 1995 to August 1996. The Final Report of the
Committee on Governmental Affairs, United States Senate - Investigation of Illegal or
Improper Activities in Connection with 1996 Federal Election Campaigns (the Senate
Report) provides additional information. According to the report, representatives from
the White House, the DNC, and Clintor/Gore would meet at the White House
approximately once a week to discuss media, polling, speech writing and policy and issue
positioning.”” In July, 1995, it was first explained that DNC funds would be used to pay
for ads during the primary campaign period.” According to testimony provided by
Richard Morris, the General Counsel of the DNC and the General Counsel of the Primary
Commitiee “laid down the rules of what advertisements—of what the content of
advertisements and the timing of the media buys could be in connection with the
Democratic National Commitiee advertising and in connection with the Clinton-Gore
advertising.”"® Finally, Exhibit 5-6 of the Senate Report - a memo for the President, Vice
President, Panetta, Ickes. Lieberman, Lewis and Sosnik only, apparently dated February
22, 1996, sets forth the amount of funds relative to DNC media buys and “CG” media
buvs from February 1996 through May 28, 1996. In summarizing the amounts for DNC
and CG buys, this language is included:

“8. Towal Clinton Gore Money through May 28: $2.5 mil.

1. Unless Alexander is nominated and we cannot use DNC money
to antack him.

2. 1f Dole is nominated. we need no additional CG money media
before May 28 since we can attack Dole with DNC money

" In the case of the DNC ads, there appeared to be 59 ads which were then duplicated for use by
Various state pamny organizations. The content of the ads is identical except for the 2 U.S.C.
441d{a}3) statement (e.g., paid for bv the Ohio Democratic Party).

Senate Report at page 116, citing Morris deposition, p. 124.

" According to media fecords, the DNC ads first ran berween 8/18/95-8/31/95.
" Morris deposition, pp. 117-18 as cied in the Senate Report.
21
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9. Total DNC money now through May 28, $15,733,000”

The placement cost for DNC media buys for the peried 2/13/96 through 5/31/96
was about $12 million; the placement cost for Primary Committee media buys for the
period 3/8/96 through 5/31/96 was $1.72 million.

Notwithstanding the excerpts from the Senate Report cited above, the evidence
developed during audit fieildwork, in the Audit staff’s opinion, demonstrates that
coordination existed between the DNC and the Primary Committee concerning the
production of ads and the purchase of broadcast time to air those ads.

Our review of 37 DNC ads made available and which, according to station
invoices and the media firms’ reconciliations of DNC buys, ran during the primary
campaign period indicates that President Clinton, the candidate, was clearly identified in
these ads, and that the ads appeared to convey electioneering messages.

A review of the audio and video portions of each of the 37 DNC ads found that
the candidate in addition to being featured in the video portion of ads is referred to during
the audio portion as “President Clinton", “the 42nd president”, “the president” - in one
ad, the candidate’s voice 1s the entire audio portion.

SAME AUDIO AND SAME VIDEO AS PRIMARY COMMITTEE ADS

In the case of three separate DNC ads which ran during the period 8-15-96
through 8-28-96. the audio and video content of the DNC ads are exact facsimiles™ of
three separate Primary Committee ads (and nearly identical to a fourth) which ran during
the period 8-2-96 through 8-21-96. The ad number, name of ad and text appear at Exhibit
#|. The DNC paid nearly $2.1 million to run these ads (plus one additional - Risky,
discussed below) during the period beginning two weeks prior 10 the candidate’s
nomination at the convention. In August, 1996, the Primary Committee using its ads
with the same content as the DNC's, paid $4.1 million to run ad flights containing these
ads.

Two pairs of ads (P11*' REAL TICKET CG13-30 & D795 DOLE/GINGRICH
DNC1228-30; P12 NOBODY CG14-30 &D796 THEM DNC1229-30) raise the questicn
of who should be in the oval office given the stated consequences “if it were Bob Dole
sitting here [in the Oval Office].” The last pair (P13 BACK CG09-30 & D794 SCHEME
DNC1227-30) conveys to the viewer -"president clinton meeting our challenges bob dole
gambling with our future.™ In the Audit stafT's opinion, ail of the above ads contain an

» Near the end of each ad a “PAID FOR BY .. appears superimposed on the video pontion, for the
DNC ads the paver 15 identified as the DNC or a state party organization, for the Primary
Comminee ads, the payer is identified as the Primary Committee,

n This identifier was assigned by the Audit staff 1o denote a Primary Committee ad (e.g., P1 through
P13}, similarly to denote a DNC ad, the Audit staff assigned identifiers DI through DE12.
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electioneering mcsse - the content of each ad s designed to e the public to elect a
cenain candidate - namely President Clinton instead of Bob Dole.

The cost of these DNC ads was reporied by the DNC as an expendinure made
pursuant to 2 U.S.C. §441a(d) on behalf of the Candidate’s general election campaign.

CLINTON'S POSITIONS VS DOLE'S POSITIONS

The Audit staff identified five DNC ads which aired during 1996 in which the
candidate’s position on the budget, Medicare, education, taxes, assault weapons, welfare,
children, the economy is juxtaposed to Dole’s positions or Dole’s legislative record (see
Exhibit #2 for text of ads). Three of the five ads (No, Proof, and Facts) ran between
3/29/96 and 5/3/96 in flights involving $5 million in placement costs to broadcast
stations. The voice-over relates to the viewer “Dole says no to the Clinton’s plans it’s
time 1o say yes to the Clinton plans yes to America's families.”

The fourth ad, entitied Economy, discusses the President’s position on jobs,
unemployment benefits, women-owned companies, job training and interest rates and
points out that under “the Dole GOP bill” and “a Dole amendment” these areas of the
economy would suffer. This scenario is then contrasted with information on “today['s}”
economy - record construction jobs, lower mortgage rates, new jobs - highlighting “the
President’s plan for a better future.™

The fifth ad in this category. entitied Risky, contrasts the President’s tax cut or tax
proposals which would benefit working families against Dole’s legislative record on
taxes and the purported effect of these taxes on Medicare, education and the environment.
The Economy and Risky ads ran during the period 7/24/96 through 8/28/96 in flights
where the air time charges totaled nearly $4 million (Economy $2.0 million; Risky $1.94
million in same flight with Them mentioned above).

Here again. as was the case in the previous discussion, the viewer is presented
with a choice between two candidates—the President and his staied accomplishments and
proposals shown as favorable versus Dole and his record as stated and possible
consequences of his positions and proposals.

CLINTON'S POSITIONS VS “DOLE GINGRICH" POSITIONS

The third category of ads classified by the Audit staff involved 12 ads in which
the President’s record and/or positions are compared to the record and/or positions or
proposals represented as associated with “the Dole Gingrich budget plan,” “Dole
Gingnch anack ad.” and “Dole and Gingnich™ voting record or proposals. These ads, the
text of which is at Exhibit #3, portray the President’s stated accomplishments on topics
such as Medicare, education, 1axes, environment, budget, and immigration compared to
the anempts and seemingly undesirable effects of actions or proposed actions attributed to
Dole Gingrich. These ads ran in flights which aired during the period from 4/12/96
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through 7-19-96 (one ad Table also ran during 1/18/96-2/1/96]; the placement cost for
flights totaled $18 million. Although Dole is “coupled” with Gingrich in these ads,
during this time period Dole was the “presumptive nominee.” The message conveyed to
the viewer is a choice between the President and his policies and Dole,

CLINTON’S POSITIONS VS “ THE REPUBLICANS' * POSITIONS

During the primary period mainly from 8/16/95 to 1/24/96, 13 DNC ads were
aired that discussed President Clinton’s position on topics such as Medicare, education,
taxes, welfare reform, environment, family medical leave, and a balanced budget; the
placement cost for flights during this period containing these ads was $13.35 million.
Against these positions, the stated positions, goals, and consequences of various
proposals tied to “republicans in Congress”, the republican budget, or just “republicans”
are discussed (see Exhibit #4). In 7 of these ads, although not mentioned in the audio
portion by name, Dole is pictured at least once during the video portion.

The remaining four DNC ads, entitled Dreams, Victims, Challenge, Welfare, are
thematic in nature and present topics such as the President’s college tuition tax cut, the
President’s balanced budget, the President’s plan for welfare reform, and the President’s
plan to address women victims of domestic abuse (see Exhibit #5). Three of the four
DNC ads ran in flights during the period 2/13/96 through 3/27/96; the DNC ad, entitled
Dreams ran 6/12/96 through 6/18/96. President Clinton is fearured at least twice in the
video portion of each ad. and “the President’s plan * or proposals made by the President
are mentioned in the voice-over or audio portion of each ad.

It appeared. based on information analyzed as of the close of audit fieldwork, the
placement of DNC ads was coordinated with the placement of the Primary Committee
ads. Further, the DNC ad campaign was developed, implemented, and coordinated with
the Pnmany Committee. Finally. it is the opinion of the Audit staff that the cost of the
DNC ad campaign. calculated at $46.580.358 (placement costs of $42,373,336,
commuissions of 54,173,339 and identified production costs of $33,683) using records
currently available, should be viewed as an in-kind contribution to the Pnmary
Commuinee.

The topic of the cost of DNC ads being viewed as in-kind contributions to the
Primary Comminee was discussed briefly at the conference held at the close of audit - -
fieldwork. The General Counsel of the Primary Commitiee stated that the Commission’s
reguiations and advisory opinions, and court decisions permit issue advertising by the
DNC and strongly disagreed with the Audit staff"s opinion that media ads placed and
aired on behalf of the DNC represent an in-kind contribution to the Pimary Committee
and applicable to the overall expenditure limitation.

B Two DNC ads, entitied Help and Stop. ran berween 3/29/96 and 5/31/96.
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In the Memorandum, the Audit staff recommended that the Primary Committee
demonstrate that the media program described above did not constitute an in-kind
contribution from the DNC 1o the Primary Committee. The demonstration should have
included evidence that the DNC media program was not coordinated with the Primary
Committee and that the ads aired did not contain an electioneering message.

In response to the Memorandum, the Primary Committee stated “[t]he Democratic
National Committee and numerous Democratic state party committees broadcast a series
of issue advocacy media advertisements in Jate 1995 and early 1996.”

It should be made clear that the ads, in question, were ads produced by SKO or
Nov5 on behalf of the DNC. Our review did not reveal any payments made by state party
committees relative to the cost of producing the ads in question. Even though numerous
state party committees wired funds to the Primary Committee’s media firms, the cost of
air time to broadcast the ads was, in fact, funded by the DNC. The DNC wired funds
from its federal and non-federal accounts to state party comsmittees and provided the
following wire transfer instructions:

i *“The DNC has sent two wires to your accounts which are noted above. In

- accordance with normal allocations procedures for administrative/generic expenses, you
should transfer the amount of money sent to your non-federal account to your federal
account. You should then send one wire from vour Federal account to the media firm

| & listed below in the arount of the total funds sent 10 you.

Please send one wire to Squire Knapp Ochs per the information listed below:

Bank Name: National Capito! Bank, 316 Pennsylvania Ave., S.E.
Washingion, D.C. 20003

Account Name: November 5 Group, Inc.

Bank Account Number: faccount number contained in original]

ABA Routing Number: 054 000 056

##*+ This transfer needs to be dorne A.S.A.P. Please call Maureen Garde at
202-479-5136 to confirm that this wire has been made, complete the attached form,

and fax it to Maureen at 202-479-5135. Thank you for your help.***” [Emphasis in
original]

The appropriateness of this type of funding by the DNC through the various state
party committees is beyond the scope of this report.

The response further stated that the Memorandum cited certain alleged
occurrences as evidence of coordination between the DNC and the Primary Committee.
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The Primary Committee did not dispute that the ads were coordinated, but objected to the
“Audit Division’s inaccurate and misleading discussion of the facts pertaining to the ads,
and, in some instances (alithough irrelevant) disagrees that the facts cited show
coordination.” The Primary Committee deemed this evidence of coordination as totally
irrelevant and riddled with factual errors.

The Primary Commitiee objected to the Audit staff’s use of invoices that
indicated production cost was shared between the DNC and the Primary Committee. It
stated “in only one of the three instances of shared production expenses cited in the
Memoranda is the name of the ad provided, and in that one case, the Audit Division has
the facts wrong. According to [the] Audit staff, a September 16, 1996 SKO invoice
apparently relates to the ads ‘Nobody’ and ‘Them.” The Audit Division states that the
Primary Committee and the DNC each paid for a portion of this invoice. The ad
‘Nobody" is 2 Primary Committee ad that never aired, and the ad ‘Them’ is a DNC ad
which was attributed to the 441a(d) limitation. There was only one ad, a 441a(d) ad aired
by the DNC , so the facts are not accurate as stated by the Audit Division.”

As another example of “inaccurate and misleading discussion”, the Primary
Committee objecied to comparisons made with respect to DNC and Primary Committee
media buys during the period May 25 through May 31, 1996, as well as comparisons
made with respect to other media buys that occurred during similar flights. Even though
the Primary Committee did not dispute the facts presented in the Memorandum, it
concluded “the Audit staff has allegedly documented a ‘similar pattern’ in the placement
of ads 1n a week when the Pnmary committee paid over 31.1 million to broadcast ads
while the DNC paid only $73.049. The disparity in the amounts purchased by each entity
is 0 large that it is impossible 10 make any comparisons about similar patierns in the
placement of ads based on these facts.”

With respect to all other media flights on all other dates, the Primary Committee
stated. the Audit staff made the general conclusion that Primary Commitiee and DNC ads
were placed at the same stations. but added that the amounts charged by the stations were
not exactly the same. Despite the fact that this statement related to millions of dollars in
ads. no documentation or specific facts were provided 10 support the conclusion.

The rema~der of the Primary Committee's response with respect to “inaccurate
and misieading discussion” covered (1) the standard form used by Clinton/Gore *96 and
the DNC for authorization of production and time buys, (2) a July 3, 1996 authorization
memorandumn from Harold Ickes and Doug Sosnik referring to two alleged buys, (3) an
authorization memorandum to Pnmary committee and DNC staff indicating the Harold
Ickes had authorized payment of certain SKO invoices, (4) statements made by a Primary
Committee and Democratic Party polling consultant and the DNC’s General Counsel, and
(3) information gathered and conclusions reached by the U.S. Senate Committee on
Governmental Affairs in its report on the 1996 campaign.
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It is the opinion o1 the Audit staff that the facts prescted in the Memorandum
were presented fairly and demonstrated that coordination occurred between the Primary
Comminee, the White House, and the DNC.

With respect to the Primary Committee’s ad entitled “Nobody™, this ad, according
to documentation made available by the Primary Committee and its media firm did in fact
run. Station documentation, some of which was notarized and/or signed by a station
representative, contained language to the effect “we warrant that the actual broadcast
information on this invoice was taken from our records.” During the period August 15,
1996 through August 21, 1996, the ad “Nobody™ aired. For example, documentation
reviewed for television station KNSD (Los Angeles, CA), indicated that an ad coded
CG1430 aired August 20" and August 21*%. Code CG1430 was the product/film number
assigned 1o the ad “Nobody.” The cost of this ad was $4,275. The cost of all ads aired on
this station during this peried, including “Nobody”, totaled $13,451.25. The invoice
contained no reconciling items which, if present, would have indicated that an ad(s) did
not air. Primary Committee funds were apparently used to pay this station and the station
was listed on the media reconciliation for Primary Committee ads placed during the
period.

The Audit staff did not copy all station invoices for this flight (August 15, 1996
through August 21, 1996), however, invoices copied indicated the ad “Nobody™ also
aired at television stations KOAA - CO (8/20 - 8/21), WCPX - FL (8/21), KOMU - MO
(8/19 through 8/21), WKRC - OH (8/20 - 8/21), KDRYV - OR (8720 - 8/21), WPV] - PA
{8/20), WUXP - TN (8720 - 8/21), WTVC - TN (8/19 - 8/21), WKOW - W1 (8/20 - 8/21),
KHQ - WA (8/19 - 8/22)” and WRAL - NC (8/20 - 8/21).

The Primary Committee’s assertion that the ad Nobody never aired is puzzling at
best. given the documentation in the Pnmary Committee’s records.

The discussion in the Memorandum concerning media ads placed by both the
DNC and the Pnimary Committee duning the peniod May 25, 1996 through May 31, 1996
was factually correct. Even though approximately $500,000 in ads placed by the DNC
were not aired, as noted in the Memorandum. the faci that the DNC ads were originally
placed at the same stations for the same amount during the same peried as Primary
Committee ads can be and should be used as a basis 1o conclud~coordination existed
between the DNC and the Primary Comminee.

As previously stated. dunng that penod Nov 5 on behalf of the Primary
Committee placed ads totaling $1.101.062. During the same period, Nov 5 on behalf of
the DNC placed ads totaling $563.253. DNC ads and Primary Committec ads were
placed with the same 112 broadcast stations. With respect to ads placed with 109 (of the
112) stations, the checks issued by Nov 5 to the stations on behalf of the DNC or the

B Even though the invoice indicated the ad was aired on 8/22/96, the station is listed on the media
reconciliation made available for ads aiwred 8/15/96 through 8/21/96
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Primary Committee were in the same amount. The Memorandum also noted that the
media reconciliation prepared by Nov S for this period indicated that only $73,049 in ads
were actually placed [actually aired] on behalf of the DNC.

The imnport of this example, which was not refuted or even addressed by the
Primary Committee in its response, was and still is — the DNC and Primary Comnmittee
media flights as originally planned, if aired would have resulted in Primary ads and DNC
ads being aired by the same stations during the same time periods by design. The Audit
Division is not in possession of any information, nor did the Primary Committee offer
any expianation, as to why the DNC ad flight was “scaled back™ nearly $500,000 or 87%
of the planned amount.

With respect to other ads placed on behalf of both the DNC and the Primary
Committee at the same stations during the same period but not always for the same
amount, it should be noted that the Primary Committee had the same media
reconciliations and station documentation as reviewed by the Audit staff. Further, during
the response period provided in the Memorandum, the Primary Committee requested and
received copies of certain workpapers in support of statements/facts contained in the
Memorandum. At no time did the Pimary Committee request workpapers concerning
DNC and Primary Committee ads aired during similar periods of time but not always for
the same amounts.

The Memorandum contained information noted in a Report of the United States
Senate Committee on Governmental Affairs. The Memorandum cited certain staternents
by Richard Mormis. The Primary Committee objected to the inclusion of information
from a memorandum, apparently dated February 22, 1996, which stated, in part, if Dole is
normnated. we need no additional CG money for media before May 28 since we can
attack Dole with DNC money. The Primary Committee stated: “the Audit Division
misunderstood the point of Mr. Momis™ statement. which was that issue ads had to
discuss current Members of Congress in the context of legislative debate in Congress. In -
fact. as 1s reflected in his sworn testimony, Mr. Morris’ memo demonstrates how
forcefuliv and precisely the DNC and Clinton/Gore '96 communicated the rules on issue
advertising 1o those prepanng the ads. Indeed, it is astonishing that the Audit Division
would reach an incorrect interpretation of Mr. Morris’ memo when his sworn testimony
on the issue is availabie.”

The Primary Commitiee misinterpreted the point of Mr. Morris' statement.
According 10 the testimony. Mr. Moms® statement referred to his understanding of the so
called issue ad cutoff date. Mr. Momis stated “if Dole is nominated, don’t worry about it,
because he’s in the Senate, and the budget is the big fight, and it’s continuing, and we can
continue to compare the President’s position with Dole’s position straight through the 28"
of May. which was the Memonal Day cut-off that Sandler and Utrecht had decreed.”

Apparently, the so called May 28, 1996 cut-off date was set by Mr. Sandler and
Ms. Utrecht. In response to the question “{a]re you aware that timing is a key factor in

28 5
Wm»l —— o
Seps m e ot JBE




£
Il‘“‘-
g
Y

E—
RN

29

FEC determination of express advocacy.” Mr. Morris answered, “[yles. We were
informed {of] that by Sandler and by Utrecht, and that is why they set the deadline of
Memorial Day as being the last day on which we could run issue—on which we could run
DNC ads.” In this deposition, Mr. Morris reiated that the Memonal Day cutoff date was
extended because the RNC continued to run its issue ads.

The inclusion of this information was merely to further substantiate the level of
coordination that existed between the DNC, Primary Commitiee and the White House.

Moreover, language contained in a piece of correspondence obtained by the Audit
staff subsequent to the issuance of the Memorandum seems to provide some insight to the
DNC’s “issue ad” activity. The languzge below is excerpted from a “MEMORANDUM
FOR HAROLD ICKES” from Joe Sandler discussing the Colorado Republican case then
before the U.S. Supreme Court. The memorandum was dated February 8, 1996,
approximately two weeks prior to the apparent date (February 22, 1996) of the
aforementioned Morris memorandum.

“The FEC has adopted a vague and fuzzy test for determining
when a party communication or activity counts against these
iimits: it counts if it comtains an ‘electioneering’ message
about a clearly identified candidate. (This is the standard we
are applying (albeit aggressively) in the current DNC media
campaign, to avoid having the ads count towards the jimit

on expenditures for Clinton/Gore).”

It should be noted that the DNC ads continued to run through August 7, 1996.
The cost of DNC ads aired during the period August 15, 1996 through August 28, 1996
were reported by the DNC as being made on behalf of President Clinton’s general
election campaign pursuant to 2 U.S.C. §441a(d).

With respect 1o the remainder of the Primary Committee’s assertions concermning
the use of standard forms. memoranda authorizing media buys, statements made by
DNC/Primary Committee polling consultant and statements made by the DNC’s general
counsel, again, the Audit staff merely introduced certain documents made available
during fieldwork as evidence of coordination between the DNC, the Primary Committec
and the White House as they related 1o the DNC ads and the Primary Commitiee ads.

According to the Primary Committee “issue ads” were timed to avoid airing in
proximity to the 1996 election; no DNC “issue ads™ were run after early August 1996; no
“issue ads” were broadcast during the entire general election period; and, it was the DNC
stated policy to not broadcast any “issue ads™ in a state within thirty days of that state’s
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primary election in order to ensure that the ad could never be construed to have any
connection whatsoever with an election.*

Finally, the Primary Commitiee stated the Memorandum presented a flawed
analysis of the DNC “issue advocacy ads” and concluded they were either coordinated
with the Primary Committee or “imbued” with an electioneering message. It was the
Primary Committee’s opinion that the position taken by the Audit Division that the DNC
“issue ads” contained electioneering messages simply cannot be supported eitherasa
matter of fact or law. In support of its opinion, the Primary Committee questioned the
Audit staff’s analysis with respect to DNC ads that contained the same audio and same
video as Primary Committee ads; ads that compared Clinton’s positions vs. Dole's
positions and Clinton's positions vs. Dole Gingrich positions; and, Clinton’s positions vs.
The Republicans positions.

Same Audio and Same Video as Primary Commitiee Ads

The Primary Committee stated the Audit staff correctly observed that in the case
of three separate DNC ads which ran during the pericd August 15, 1996 through August
28, 1996, the audio and video content of the DNC ads were exact facsimiles of three
separate Primary Committee ads and nearly identical to a fourth DNC ad which ran
dunng the period August 2. 1996 through August 21, 1996. With respect to the 4 DNC
ads, the Pnmary Commitiee stated “[wjhether an electioneering message is present,
however, is irrelevant because the expenditures for each of those ads was attributed to the
DNC’s 441a(d) expenditures. Thus. it was entirely appropriate for the ads to have
included an electioneering message as well as to have expressly advocated the election of
President Clinton the defeat of his opponent. There is absolutely no reason for barring
the DNC from airing an advertisement which is identical to a Primary Committee ad
when that ad is charged 1o the 441a(d) limit.”

Finally. the Primary Committee stated rather ironically that “[w}hat is particularly
troubling about the Audit Division's finding is that it demonstrates complete carelessness
in reviewing matenals provided by the Committees. The Audit staff was provided with a
complete set of media reconciliations from the November 5 Group.

These reconciliations provided the cost and dates of broacd<asting of the DNC
issue ads ... There is no excuse for the error because contrary evidence was for all intents
and purposes staring the auditors in the face. On those very same reconciliations for the
penods 8/15/96 through 8/28/96. the phrase ‘441 MONEY" appears on every sheet in the
upper lefi-hand comer. It is inexcusable that the appearance of that phrase on every
single media reconciliation for the period in question did not trigger even a question in
the auditors’ minds that the broadcasts could have reflected 441a(d) expendirures.”

u In a foomote, the Pnimary Comnutiee stated "while this 30-day pre-primary rule was observed for
virtually all of the ads. 1n a few instantes ads were run within thirty days of a primary, generally
when these stations failed to pull them as requested.”
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The Primary Committee appears to concede that the DNC ads aired during the
period August 2, 1996 through August 28, 1996 contained electioneering messages and
mention of a clearly identified candidate(s). It should be noted that Nov 5 media
reconciliations for the DNC ads were not provided to the Audit staff until the final days
of the audit fieldwork and not all the reconciliations in question (8/15/96 through
8/28/96) were annotated with the phrase “441 Money.” Reports filed by the DNC did
disclose expenditures to Nov 5 for media placed on behalf of President Clinion pursuant
to 2 U.S.C. §441a(d) in the amount of $2,394,409. According to the media
reconciliations, the funds were used to pay for ads placed and aired prior to the
Candidate’s date of nomination (8/28/96) in the amount of $2,234,812 (including

comunissions).

Since the above expenditures paid for ads aired prior to the Candidate’s date of
nomination, the Audit staff does not consider the expenditures made pursuant 1o 2 U.S.C.
§441a(d). The fact that the DNC reported them as 441a(d) expenditures is not
controlling. In the Audit staff’s opinion the “bright line” regulations at 11 CFR
§9034.4(e) apply because in-kind contributions are also expenditures by the recipient
candidate. The “bright line” rules apply consistently to all campaign expenditures,
including in-kind contributions paid for by a national party committee. The general
“bright line” rule is that goods and services used exclusively for the primary or general
election campaign are allocable to that election. Otherwise, expenditures for media and
other communications used for both the primary and general elections are attributed
between the primary and general elections based upon whether the date of broadcasts or
publication is before or after the date of nomination (11 CFR §9034.4(e)(6)).
Furthermore, this approach voids the possibility of having expenditures for identical
media ads on behalf of the Candidate, broadcast prior to the date of nomination, treated as
prnmary and general election expenditures depending on whether the Primary Committee
or DNC paid for them. As noted at Exhibit 1, DNCT ads entitled Dole/Gingrich, Them,
and Scheme were identical 10 Primary Committee ads entitled Real Ticket, Nobody and
Back. The ads do not appear to be exclusively related to the general election. The DNC
ads and Primary Commitiee ads were aired in August 1996 prior to the Candidate’s date
of nomination.

Clinton's Positions_ vs. Doie’s Positions, Clinton's Positions vs. Dole Gingrich

Postitions, and Clinton's Positions vs, The Republicans Positions

The Primary Committee identified certain DNC ads in which President Clinton’s
position on the budget. medicare, education, taxes was compared to Dole’s positions or
Dole’s legislative record as well as ads which contrasted President Clinton's position
with that of Republicans as to various legislative proposals. According to the Primary
Commintee, this is exactly what “issue advocacy ads™ were supposed to do.

With respect to the Primary Committee assertions that only in a few instances,
which resulted only when stations failed to pull them as requested, ads were run within
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30 days of a primary, it should be noted that DNC ads were run within 30 days of 12
different state primaries/caucus. In one instance with respect to the Washington (State)
primary held on March 26, 1996, DNC ads, with a placement cost of $132,617, were
aired during the period March 7, 1996 through March 25, 1996. The Primary Committee
offered no evidence that the DNC requested such ads be pulled.

Irrespective of whether DNC ads ran within 30 days of a state’s primary election
date, it remains the opinion of the Audit staff that DNC ads in question, viewed
separately or in tota), contained an electioncering message and referenced a clearly

identified candidate.

Our comments in response o arguments put forth by the Primary Committee
concerning its view of what the appropriate legal standard under which the DNC ads
should be evaluated are contained below.

A. THE LEGAL STANDARD

The Primary Commitiee argued that the Audit staff, in reaching its
conclusion that DNC-funded media should be ireated as an in-kind contribution to the
Primary Commitiee improperly abandoned the “express advocacy” and “electioneering
message” standards, and. contrary to law, applied a “purpose, content and timing™ test.
Respense at 2-4.

The Audit Division agrees that. in cases invoiving spending for speech-
related activity, which is made in cooperation with, or at the request of, a candidate
(including the candidate’s authorized political committees and/or their agents), the
spending may be considered a contribution to the candidate if the resulting
communication “clearly identifies” a candidate for federal office and contains an
“electioneering message.” See AOs 1985-14; 1984-15.2 The Audit Division’s reference

® The term “clearly 1dentified” means that the name of the person involved appears, a photograph or
drawing of the candidate appears. or the idenury of the candidaie is apparent by unambiguous
reference. 2 U.S.C. §431(18) Section 100.17 of the Commission’s regulations amplifies the
starute by defining “cleariy idennified™ as meaning the candidate’s namie, nickname, photograph,
of drawing appears, or the idenury of the candidate is otherwise apparent through an unambigucs
reference such as “the President.” “vour Congressman,” or “the incumbent,” or through an
unambiguous reference 1o his or her status as a candidate such as “the Democratic presidential
nomunee” or “the Republican candidate for the Senate 1n the State of Georgia™.

The definition of “electioneering message™ includes statements designed to urge the public to elect
a certain candidate or party, er which would tend to diminish public support for one candidate and
gamer support for another candidate. FEC v. Colorada Republican Federal Campaign
Comrmitiee. 59 F.3d 1015, 1023 {10th Cir. 1995) {citing AO 1984-135), rev'd on other grounds,
518 U.S. 604 (1996) (The Coun did not address the content of the advertisements at issue); see
AD 1985-14 (“electioneering messages wclude statements ‘designed 1o urge the public to elect a
centain candidate or party ') (euning United States v. United Auto Workers, 352 1.8, 567, 587
(1957)).
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to the purpose, timing and content of the advertisements at issue is consistent with the
clearly identified candidate/electioneering message standard.®

Advisory Opinion 1984-15 involved two television advertisements which
the RNC proposed to broadcast. These proposed adventisements each began with an
image of 2 then-current candidate for the Democratic presidential nomination. The audio
! component of each advertisement then set forth the candidate’s statement or position on
| an issue, and was followed by a reply or retort to that statement. Both advertisements
I ended with the statement “Vote Republican.” The Commission determined that these
advertisements had “[t}he clear import and purpose . . . to diminish support for any
Democratic Party presidential nominze and to gamer support for whoever may be the
eventual Republican Party nominee . . . .” The Commission further determined that the
advertisements “effectively advocate the defeat of a clearly identified candidate.” Based
; on these determinations, the Commisston explained that “expenditures for these
S advertisements benefit the eventual Fepublican presidential candidate and are made with
respect to the presidential general election and in connection with the presidential general
election campaign.” The Commissicn concluded that expenditures for the advertisements
therefore would be reportable either as contributions subject 10 the limitation set forth at
2 U.S.C. § 441a(a)(2)(A), or as coordinated party expenditures subject to the limitation
set forth at 2 U.S.C. § 441a(d).

AQ 1985-14 involved television, radio and print advertisements, and
mailers. which the Democratic Congressional Campaign Committee (DCCC) proposed to
publish, and which purported 1o describe Republican policies. A tendered script for a
television/radio advertisement encouraged the viewer/listener to “[l}et your Republican
Congressman know that vou dont think this is funny . . . )" or in another version of the
same advertisement, “[l}et the Republicans in Congress know what you think about their
sense of humor.” Another script for a television/radio advertisement urged one to let
“vour Republican Congressman™ (or in a variant. “the Republicans in Congress”) “know
that their irresponsibie management of the nation’s economy must end -- before it’s too
late.” The DCCC submitted altemative scripts, which added the closing statement “Vote
Democratic™ to both of these advertisements. A sample proposed mailer included the
statement “[l)et Congressman X know how vou feel.” A variant added the exhortation to
“Vote Democratic.”

Citing AO 1984-15, the Commission concluded that amounts used to fund
the communications would be expenditures subject 1o the limitation set forth at 2 U.S.C.
§ 441a(d) if the advenisement funded by that amount “(1) depicted a clearly identified
candidate and (2) conveyed an clectioneering message.” Applying this standard, the
Commission determined that advertisements which referred to “the Republicans in
Congress™ were not subject to limitation under 2 U.S.C. § 441a(d), regardless whether the

» As discussed below, the Audit Diviston dees not agree with the Commitices® argument that the
“express advocacy™ standard must be met before such spending constitutes a contribution to the
candidate.
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advertisement closed with the statemnent *Vote Democratic.” The Commission also
concluded that advertisements which referred to “your Republican Congressman” were
not subject to {imitation under 2 U.S.C. § 441a(d), if the advertisement did not close with
the statement “Vote Democratic.” However, the Commission on a tie vote was unable to
decide whether advertisements which referred 10 “your Republican Congressman™ and
which closed with the statement “Vote Democratic™ were subject to limitation under

2 U.S.C. § 441a(d). Finally, the Commission concluded that the costs of production and
distribution of the proposed mailer would be subject to limitation under section 441a(d).

Significantly, the Commission's determination that the costs of the
proposed mailsr were subject to limitation under section 441a(d) was based on the
Commission's assumpttons that the reference to “Congressman X indicated that the
mailer would identify particular congressmen by name, and that the distribution of the
mailer would inciude all or part of the district represented by the congressman identified
in that mailer. Likewise, the Commission in AO 1985-14 made clear that its evaluation
of whether or not the television/radio advertisements were subject to limitation under
2 U.S.C. § 441a(d) was made with reference to proposed dates on which the
advertisements were to be run, stating that:

[The) proposed program is for the purposes of influencing the 1986
election process and [. . .} these activities will be scheduled for
approximately the next month [June 1985] and for September 1985. The
Commission emphasizes that this opinion is limited to the timetable you
have specified and does not address the implementation of the same or a
similar program at some later date.

The Commission’s reference to the place and the timing of the
communicative activity makes clear that the determination whether spending for a
pariicular communication contains an electioneering message requires at least some
reference to the context in which the communication is published.” Accordingly, the

B The Commission 1n AQ 1985-14 assumed that the media campaign was developed without
cooperation or consultation with any candidate, and based its analysis on the theory that the
himianons under 2 U.S.C. § 44iacd) apply 1o parry expenditures isrespective of coordination with
a candidate. Likewise. AO 1984-15 invoived an RNC media campaign which, in the view of the
Commission, was intended to benefit "the eventual Republican Party nominee {for President).”
Thus, AOs 1985-14 and !984-15 both involved media campaigns which had a purpose of
influencing the election of centain candidates, but which were implemented without coordination
with the candidate.

The subsequent Supreme Count decision in Colorado Republican Federal Campaign Committee v.
FEC. 518 1.5, 604 (1996). held that the First Amendment prevents enforcement of the

Secuon 44 1a(d)}(3) limits on independent expenditures by party committees in connection with
congresstonal election campaigns. Accordingly, the limitations under 2 U.S.C. § 441a(d)(3) now
apply only to party expenditures which are made in conrdination with a congressional candidate
{and/or the candidate's authorized political committees and/nr their agents). However, the Coun
did not extend this holding to the Secuion 44 1a(d)2) limit applicable to Presidential campaigns,
decliming to “address 1ssues thar might grow out of the public funding of Presidential campaigns™.
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Audit Division properly examined the brozdcast dates and locations in reaching its
conclusion that the advertisements in question in this audit should be treated as
contributions.

Likewise, the purpose of the advertisements was a necessary and proper
consideration which had to be weighed before the Audit Division in this audit could reach
its conclusion that the DNC sponsorship of the media campaign constitutes an in-kind
contribution to the Primary Committee. In AO 1985-14 the Commission explicitly relied
on the representation in the Advisory Opinion Request that the media program had “the
clear purpose of influencing voter perceptions of these candidates with a view toward
weakening their positions as candidates for re-election . . ..” Similarly, in AQ 1984-15,
the conclusion that the proposed television advertisements were subject to regulation as

i contributions or coordinated party expenditures was explicitly based, in part, on the
opinion that “the clear import and purpose of [the] proposed advertisements [was] 1o

: diminish support for whoever may be the presidential nominee and to garner support for
whoever may be the eventual Republican Party nominee.” Indeed, with one exception, a

purpose of influencing a federal election is an indispensable element for concluding that

any disbursement of funds (or other thing of value) is a contribution or coordinated party

expenditure within the meaning of the Act.® See 2 U.S.C. §§ 431(B)(A)(), (9)(A);
441a(d).

B. ANALYSIS

The Primary Commitiee aiso argued that, under all relevant precedents, the
advertisements in question qualified for treatment as issue advocacy that is not subject to
regulation as contributions or coordinated party expenditures. Response at 4-24. In
particular, the Pnmary Commitiee argued that political parties were permitted to
coordinate with party candidates when making party expenditures, and that the Audit
Division’s recitation of facts related to such coordination is both irrelevant and
maccurate. J/d at 5-13. The Primary Commintee further asserted that the advertisements
did not contain “express advocacy™ or an “electioneering message” but only addressed
pending lepislation. Jd at 13-24.

1. Coordination

The Primary Committee strenuously argued that coordination
between a party and its candidates 1s both permussible and presumed under current law.
Response at 5-7. Referring 1o the Supreme Court’s decision in Colorado Republican
Federal Campaign Commitiee v. FEC, 518 U.S. 604 (1996), the Committees quote a

518 U.S. at 612. Thus. the 1ssue whether or not the Section 44 1a(d)(2) limit applies in the absence
of actual coordination between a natonal comminee and its Presidential nominee is unsettled.

n The payment by any person of compensation for the personal services of another person which are
rendered to a political committee without charge 1s 2 contribution, regardless of purpose. 2 U.S.C.
§ 43 1{BNANII).
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section of the Commission’s brief in that case, in which the Commission explained its
presumption that party expenditures are made in coordination with its candidates. Jd. at
S. The Committees urge that the Commission cannot, in the context of an audit, reverse
this presumption, and suggest that such a reversal “can only occur through the rule-
making process.” Id.

In Colorado Republican Federal Campaign Commitiee the
Supreme Court rejected the Commission’s position that it may presume coordination
between a party and its congressional candidates, holding that the First Amendment
prohibits enforcement of 2 U.S.C. § 441a(d)(3) limits with respect to expenditures for
media, if the expenditure, as a matter of fact, was made independent of any coordination
or consultation with the candidate. 518 U.S. at 619-23. The Cour: did not extend this
holding to the Section 441a{d)(2) limit applicable to Presidential campaigns, declining to
“address issues that might grow out of the public funding of Presidential campaigns”.
518 U.S. at 612. Thus, the issue whether or not the Section 441a(d)(2) limit applies in the
absence of actual coordination berween a national committee and its Presidential nominee
is unsettied. In light of this uncertainty, the Audit Division in this audit properly
scrutinized whether the media campaign funded by the DNC was implemented in
cooperation with, or at the request of, the candidate and/or his campaign committees.

The Primary Committee also argued that the Audit Division’s
examination of coordination berween the candidate and the committees was improper
because 2 U.S.C. § 441a(a)(7)(B) does not apply to party expenditures for issue
advocacy. Response at 7-8. The Primary Committee urged that the Commission “has
never relied on the coordinated expenditure provision at 2 U.S.C, § 441a(a)(7)(B) when
applving the expenditure limits because it has always presumed political parties
coordinate their expenditures with their candidates.” /d. at 8. The Primary Committee
concluded that “under the electioncering message standard, it is solely the content that is
determinative without regard to coordination or any other factors external to the ad.” Jd
The Audnt Division respectfully disagrees with the Primary Committee’s characterization
of the law. As discussed above, the electioneering message standard necessarily involves
an examination of not only the content of a communication, but also the time, place and
purpose of the communication.

2 Electioneenng Messape

The Primary Committee next argued that the DNC funded
adveniisements did not contain an electioneenng message. Response at 13-18. The
Primary Committee first reiterated its position that the electioneering message standard
refers solely to the content of a communication. citing Advisory Opinions 1985-14 and
1995-25 in support of this contention. Response at 13-14.

As set forth in detail above. the Audit Division believes that,

contrary to the Primary Commitiee’s arguments, AO 1985-14 supports the proposition
that the electioneering message siandarc requires an examination of the time, place and

36




37

purpose, in addition 10 content, of a communication. The Primary Committee’s reliance
on AO 1995-25 appears 10 the Audit Division to be based on an incosrect and misleading
characterization of the views expressed in that opinion. After describing the proposed
advertisements at issue in AO 1995-25, the Primary Committee’s response set forth that
*“the Commission did not rule that the advertisements contained an ejectioneering
message.” Response at 14. While this statement is true, it is misleading to the extent that
it appears calculated to suggest that the Commission endorsed the described
advertisements as not containing an electioneering message.

In fact, the Commission in AO 1995-25 explicitly declined to
address the issue whether or not the proposed advertisements contained an electioneering
message, stating that “[t}he Commission relies on [the requesting party’s) statement that
those advertisements that mention a Federal candidate or officeholder will not contain
any electioneering message. In view of this representation, the Commission does not
express any opinion as 1o wha is or is not an electioneering message by a political party
commirtee.” AQ 1995-25 at n.] (emphasis added).

Similarly, the Primary Committee represented that the
expenditures for advertisements in AO 1995-25 “were not found by the FEC to be
allocable as coordinated party expenditures subject to the 44 1a(d) limit, even though they
were to air at a time when [President Clinton] was a candidate for office.” Again, the
Pnimary Comminee’s statement is technically true, but is misleading to the extent that it
suggested that the Comrmnission found that the expenditures were not subject to 2 U.S.C.

§ 441a(d). In fact, the Commission explicitly left open the possibility that the
advertisements might be subject to Section 441a(d), stating its conclusion that “legislative
advocacy media advertisements that focus on national legisiative activity and promote the
Republican Party should be considered as made in connection with both Federal and non-
federal elections. unless the ads wouid qualify as coordinated expenditures on behalf of
any general election candidates of the party under 2 U.S.C. § 441a(d)” (emphasis added).

Advisory Opinion 1995-25 thus explicitly declined to address the
propositions which the Primary Commitiee contended it supported, and the Audit
Division rejects the Primary Committee’s notion that AQ 1995-25 represents “[tlhe
Commission reaffirm|ing] its content-based electioneering message iest . . . ." Response
at 14.%

Having set out their views on the meaning and application of the
electioneening message test, the Pnimary Committee then argued that the DNC-funded
advertisements in question were indistinguishable from advertisements which the

» The Primary Commitiee also point out the Statements of Reasons in Matter Under Review 4246
demonstrate a difference of opinion within the Commission over whether, consistent with the First
Amendment, the Commission can require that the costs associated with issue advocacy be
allocated berween federal and non-federal funds. Response at 15. For the reasons previously
stated, the view of the Audit Division is that the advertisements in question in this audit are not
“issue advecacy™ as was at issue in MUR 4246.
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Commission in AOs 1985-14 and 1995-25 held did not contain an electioneering
message. Response at 16-18. The Audit Division believes that its conclusion that DNC-
funded media in this audit should be treaied as an in-kind contribution to the Primary
Committee was consistent with the analysis expressed in AO 1985-14.

As discussed above, the Commission in AQ 1985-14 concluded
that the 2 U.S.C. § 441a(d) limit did not apply to advertisements which referred to “the
Republicans in Congress” (regardless whether the advertisement closed with the
statement “Vote Democratic™), nor to advertisements which referred to “your Republican
Congressman” (if the advertisement did not close with the statement “Vote Democratic”).
Thus, the advertisements which the Commission in AQ 1985-14 concluded were not
subject to Section 441a(d) did not depict a “clearly identified candidate.”

In contrast, the advertisements in question in this audit explicitly
identify President Clinton and, in some cases, Senator Dole. Because these
advertisements also address the policies of the President and his Republican opponents in
a way which, on its face, appears calculated to encourage the viewer to vote for President
Chlinton, the Audit Division believes that the advertisements at issue meet both the
“clearly identified candidate™ and “electioneering message” tests. Indeed, because the
advenisements in this maner do identify specific Republican and Democratic candidates
for President, these adventisements are more akin to the proposed mailer, also at issue in
AQ 1985-14, in which the DCCC intended to identify specific congressmen by name.
Based on its understandings that the proposed mailers would identify particular
congressmen by name, and that the distnibution of the mailer would include all or part of
the district represented by the congressman identified in that mailer, the Commission
concluded that the costs of production and disuibution would be subject to limitation
under the Act.

The Primary Committee’s reliance on AQ 1995-25 is equally
misplaced. As discussed above. AO 1995-25 explicitly declined to reach the issue
whether or not the advertisements under scrutiny in that case contained and electioneering
message. and left open the question whether or not the ads would qualify as coordinated
expenditures on behalf of any general election candidates of the party under 2 U.S.C.
¢ 44taid). Thus. even if the Primany Comunitiee was correct in its contention that the
advertisements in question in this audit veere “indistinguishable” from the advertisements
in AO 1995-25, that similanty is meaninpiess with respect to the application of the
electioneening message analysis in this audit. Whatever similanities may be drawn
berween the content of the advertisements in the two cases, in this audit it appears that the
uming and the geographic placement of the media were in fact calculated to serve the
purpose of gamenng support for President Clinton’s re-election campaign.

3. Express Advocacy

The Pnmary Committee further argued that the express advocacy
standard. rather that the clearly identified candidate/electioneering message standard, was
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the appropriate test for determining whether the Section 441a(d) limit applies to a
particular party expenditure for media. Response at 4 (*[a} communication which lacks
any explicit exhortation to vote for a specific candidate can never reach the level of an
express advocacy communication and therefore, is constitutionally protected speech.”),

18-23.

In Buckley v. Valeo, 424 U.S. 1 (1976), the Supreme Court of the
United States held only that expenditures for communications that are independent from a
candidate (and his or her committee and agents) are protected from governmental
regulation by the First Amendment if the communications do not “in express terms
advocate the election or defeat of a clearly identified candidate for federal office.” 424
U.S. at 44, The Court made equally clear that communications that are authorized or
requested by the candidate, an authorized committee of the candidate, or an agent of the
candidate are to be treated as contributions by the person or group making the
expenditure. 424 U.S. a1 46-47, n.53. The Court recognized that coordinated
expenditures are treated as in-kind contributions subject to the contribution limitations in
order to “prevent attempts to circumvent the Act through prearranged or coordinated
expenditures amounting to disguised contributions.” 424 U.S. at 46-47.

- Consistent with Buckley, courts have not applied the “express
advocacy™ test to contributions or coordinated expenditures. FEC v. Massachusetts
Citizens for Life, Inc., 479 U.S. 238, 259-60 (1986)(“We have consistently held that
restrictions on contributions require iess compelling justification than restrictions on
independent spending™ (citing FEC v. National Conservative Political Action Committee,
470 U.S. 480 (1985), California Medical Association. v. FEC, 453 U.S. 182, 194, 196-97
(1981): and Buckley, 424 U.S. at 20-22)); see also FEC v. Colorado Republican Federal
Campaign Committee. 59 F.3d 1015 (10 Cir. 1995) (reversing district court holding that
express advocacy was necessary for communication to qualify as an expenditure under
2 L.S.C. § 44l1a(d)), vacated and remanded on other grounds, 518 U.S. 604 (1996)
(plurality op.). Orloski v. FEC, 7195 F.2d 156, 166-167 (D.C. Cir. 1986). The Audit
Division believes that application of the expsess advocacy test to coordinated party
expenditures is unwarranted.

First. not ali coordinated expenditures are communicative. For
instance, suppose a candidate asks a supporter to pay the campaign commitiee’s electric
bill. and the supponter does so with a personal check. The conclusion that the supporter
has thus made an in-kind contribution, in that he has made an expenditure of money to
pay for a thing of value to the campaign and has done so at the reguest or suggestion of
the candidate, is entirely consistent with the definition of “expenditure” at 2 U.S.C. §
431(9)(A) and with 2 U.S.C. § 441a(a)(7)(B)(i), which provides that coordinated
expenditures are contributions. Yet, there is surely no “express advocacy™ in the electric
bill, the supporier’s act of paying for 1. or the check with which he pays for it.

Second, the vagueness concemns that animated the Supreme Court’s
application of the express advocacy test to independent expenditures in Buckley are not
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present in the case of coordinated expenditures, In the contexi of “independent
expenditures,” the Buckley Court limited the phrase “for the purpose of . . . influencing”
to reach only “communications that expressly advocate the election or defeat of a clearly
identified candidate.” 424 U.8. at 80. It did so because it was concerned that the Act’s
requirements for disclosure of independent expenditures above a certain dollar threshold
“could be interpreted to reach groups engaged purely in issue discussion.” Id. a1 79.
However, the Court stated that the phrase “for the purpose of . . . influencing™ “presents
fewer problems in connection with the definition of a contribution because of the limiting
connotation created by the general understanding of what constitutes a political
contribution,” id at 23-24 n.24, an understanding that the Court acknowledged included
coordinated expenditures, id at 46, 78. in other words, because “the distinction between
discussion of issues and candidates and advocacy of election or defeat of candidates may
often dissolve in practical application,” id at 42, it would be difficult to know in advance
without the express advocacy standard whether a given independent communication had
a sufficient nexus to a Federal election to be subject to the Act; but in the case of a
coordinated communication some, and perhaps all, of the required nexus to a Federal
election may be found in the act of coordination itself. Id at 78 (“So defined,
‘contributions’ have a sufficiently ciose relationship to the goals of the Act, for they are
connected with a candidate or his campaign.”). See also Colorado Republican, 518 U.S.
at 617 (“[TThe constitutionally significant fact . . . is the lack of coordination between the
candidate and the source of the expenditure.”).

Third. the application of a strict “express advocacy™ test to
coordinated expenditures undermines the statutory purpose of protecting the electoral
process from rea) or apparent corruption in 2 way that application of the same test to
independent expenditures does not. As the Court noted in Buckley, *[t}he absence of
prearrangement and coordination of an expenditure with the candidaie or his agent . . .
alleviates the danger that expenditures will be given as a quid pro guo for improper
comumitments from the candidate.” 424 U.S. at 47. By negative inference, one must
conclude that the Court recognized that the presence of prearrangement and coordination
of an expenditure with the candidate or his oz her agent presents at least as much, if not
greater, danger of corruption or its appearance as does a direct contribution to the
candidate. This danger is a “constitutionally sufficient justification™ for the Act’s
limitations and prohibitions on contributions. See id at 26. However, strict application
of an express advocacy test to coordinated expenditures would re~der the Act’s
limitations and prohibitions on contributions {which were upheld in Buckley) ineffective.
The Buckley Coust explained:

The exacting interpretation of the statutory language necessary to avoid
unconstitutional vagueness [in the ceiling on independent expenditures)
thus undermines the [expenditure limitation’s) effectiveness . . . by
facilitating circumvention by those seeking to exert improper influence on
a candidate or office-holder. It would naively underestimate the ingenuity
and resourcefulness of persons and groups desiring to buy influence to
believe that they would have much difficulty devising expenditures that
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| skirted the restriction on express advocacy of election or defeat but

i nevertheless benefited the candidate’s campaign. Yet no substantial
societal interest would be served by a loophole-closing provision designed

| 10 check corruption that permitted unscrupulous persons and organizations

\ 10 expend unlimited sums of money in order to obtain improper infiuence

| over candidates for elective office.

Buckley, 424 U.S. at 45. In the very next paragraph, the Court went on to say that the
prior Act’s limitations on expendiwures were in any event not necessary to close a
loophole in the Act’s contribution [imitations, because the Act treated coordinated
expenditures as contributions, thus closing the joophole. Id at 45-46. It is inconceivable
that the Court would have so held if it viewed coordinated expenditures as subject to the
same narrowing construction as independent expenditures.*

Having argued that express advocacy is the appropriate standard,
the Primary Committee argued that the DNC-funded advertisements satisfied neither the
£ express advocacy nor the electioneering message standard. Response at 23-24. For the
i reasons set forth above, the Audit Division’s position is that the express advocacy

i standard does not apply 10 the media expenditures in question. The Audit Division does
not, however, dispute that the advertisements in question do not contain “express
advocacy.” For the reasons stated above, the Audit Division believes that the
advertisements do meet the clearly identified candidate/electioneering message standard.

N 4. The Media Campaign

i The Primary Committee next argued that, even under the Audit

| Division’s “erroneous™ analysis, the DNC-funded media should not be treated as

contributions. Response at 24-36. In support of its argument, the Primary Committee

presented a lengthy and detailed explanation why the media campaign was related to

! pending legislation and targeted to “key” congressional districts. /d. at 25-33. The
Primary Committee also contended that the advertisernents in question were timed to
avoid proximity to the general election. /d at 33-34. Finally, the Primary Committee
argued that the Audit Division subjected the advertisements to a “faulty” or “flawed™
analvsis when it concluded that the advertisernents contained an electioneering message.

» [t should be noted that these “quid pro quos™ may constitute vigiations of the Act if they are in
excess of contribution hmitations (e.g.. in excess of $1,000 for individuals) or if the contribution
1s prohibited (e.g. corporate or labor organizaton contributions). See 2 US.C. §§ 441a(a)}2)XA);
44)bla). Moreover, the contributions are considered expenditures of the commitees receiving the
contribution. The fact that the subject coordinated expenditure is considered an expenditure of the
recipient committee is particularly relevant in the context of publicly-financed political
commuttees which must comply with expenditure limitations. Expenditures made in excess of a
publicly-financed commitiee’s expenditure limitation constitute non-qualified campaign expenses
which must be repaid to the U.S. Treasury, and the act of exceeding an expenditure limitation
resulis in a violation of the law, 2 U.S.C. § 441a; 26 U.S.C. § 9035. If the coordinated
expenditures made on behalf of pubiicly-financed commitees are allowed to go on unfenered, the
expendirure limitations would be eviscerated.
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Jd at 34-36. The Primary Committee’s argument was supported by the affidavit of
William Knapp, a principal in Squier, Knapp & Ochs during the campaign, in which he
stated that the Response “accurately summarizes the issues and targeting for the DNC
issue ads.”

The Audit Division does not dispute that the advertisements in fact
address pending political issues. However, the facts ascertained during the audit indicate
that the primary purpose for addressing these issues was to assist President Clinton’s re-
election. It further appears that those facts which might otherwise demonstrate that the
purpose and “targeting” of the advertisements were related to an overall party agenda
(rather than the President’s re-election) are true because of a deliberate effort to conceal
the actual purpose of the advertisements.

For example, an agenda for a September 13, 1995, meeting with
President Clinton sets forth the matter of “Campaign/DNC Advertising Financial
Strategy.” The agenda further sets forth a recommendation of four flights of television
advertisements. For the period January 15 to April 15, 1996, the agenda describes the
media flight as follows:

a. answers to Republican primary attacks on us
b. $15 million - run in primary states which are also swing states for us
c. Need to work to make it state parties/DNC
1. create relationship to current legislation
2. defend more Dems than Clinion; attack more Republicans than Dole
3. runin non primary states as well
4. run in some areas well before primary
d. Uhimately, likely about $3 mil out of campaign and $12 mil out of party

{(emphasis added). Entries for other media flights contain similar references to targeting
“swing states” with media funded by the DNC and state parties. A similar memorandum,
dated February 22, 1996, estimates campaign spending through May 28, 1996 as follows:

... Total Clinton Gore Money through May 28: $2.5 mil.
1. Unless Alexander in nominated and we cannot use DNC money to
attack him.
2. 1f Dole is nominated. we need no additional CG money for media
before May 28 since we can antack Dole with DNC money.

With respect to 4.a. above (answers to Republican primary antacks
on us). it should be noted that duning the period April 1996 through August 1996, the
Republican National Committee (RNC) aired a series of ads apparently designed to

» To date, records have not been made availabie to determine if any RNC ads were placed and aired
by the RNC prior to April 1996.
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diminish support for President Clinton. These ads addressed a balanced budget (More
Talk and Even More Talk), immigration (More), welfare (Case Study and Who) and taxes
(The Pledge and Surprise). The Democratic National Committee during the same period
in apparent response to these RNC ads aired a number of ads. DNC ads entitied Same,
Proof, Side, Defend, Risky and Values addressed the Candidate’s positions on taxes,
welfare reform and budget, while DNC ads entitled Increased, Another and Enough
discussed the Candidate’s positions and policies on immigration. The text of these DNC
ads are included at Exhibits 2 and 3.

For example, in June 1996 an RNC ad entitled “More” points out
that President Clinton's spending which benefited illegal immigrants has gone up while
wages for the typical American worker have gone down and that President Clinton
opposed efforts 10 stop giving benefits to illegal immigrants (see Exhibit 6 for text of the
ad “More”). Subsequent to the RNC ad being aired, the DNC, apparently in response,
aired ads entitled “Increased,” “Another” and “Enough.” The audio portion of the three
ads were similar, Each begins with, “[a]nother negative republican ad misleading
[“wrong” was used in the ad Another], President Clinton increased border patrols 40
percent o catch illegal immigrants, record number of deportations, no welfare for illegal
aliens ... ."” The DNC ads ran on many of the same broadcast stations as well as on other
stations within the targeted area that aired the RNC ad.

It thus appears that media funded by the DNC either directly or
indirectly through various democratic state parties was used for campaign purposes such
as answering Republican “primary attacks™ and influencing voter preferences in primary
and swing states. Furthermore while it is true that the advertisernents in question were
ran at times and in locations which suggest that the purpose of the adveriisements was
something other than gamering support for President Clinton, it appears that this is true
because of a deliberate effort to conceal the actual purpose and strategy behind the
adventisements. Finally, it appears clear that the amount of DNC funds to be committed
to the advertisements varied depending on who received the Republican nomination.
Under these facts. the Audit Division concluded that the DNC-funded media should be
treated an in-kind contribution to the Primary Comsmittee.

RECOMMENDATION #1

The Audit staff recommends that the Commission determine that the cost of
producing and broadcasting the ads discussed above and atributed 10 the Primary
Committee $46.580.358. represents an in-kind contribution from the DNC to the Primary
Committee. It is also recommended that it be determined that this in-kind contribution is
artributable to the Primary Comunittee’s spending limitation.

Should the Commission’s analysis of the facts, interpretation of applicable law,

and conclusions be different from that presented above, the amount to be added to
Primary Committee’ spending limitation could be changed or eliminated.
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B. APPARENT NON-QUALIFIED CAMPAIGN EXPENSES

Section 9032.9(a) of Title 11 of the Code of Federal Regulations defines,
in part, a qualified campaign expense as one incurred by or on behalf of the candidate
from the date the individual became a candidate through the last day of the candidate’s
eligibility; made in connection with his or her campaign for nomination.

Section 9033.11(a) of Title 11 of the Code of Federal Regulations states,
in part, that each candidate shall have the burden of proving that disbursements made by
the candidate or his or her authorized committee(s) or persons authorized to make
expenditures on behalf of the candidate or committee(s) are qualified campaign expenses
as defined in 11 CFR 9032.9.

Section 9033.11(b)(1) of Title 11 of the Code of Federal Regulations, in
part, that for disbursements in excess of $200 to a payee, the candidate shall present a
canceled check negotiated by the payee and either: A receipted bill from the payee that
states the purpose of the disbursement; or if such receipt is not available, one of the
following documents generated by the payee: a bill, invoice, or voucher that states the
purpose of the disbursement; or a voucher or contemporaneous memorandum from the
candidate or the committee that states the purpose of the disbursement; or the candidate
or commitiee may present collateral evidence to document the qualified campaign
expense . Such collateral evidence may include, but is not limited to: Evidence
demonstrating that the expenditure if part of an identifiable program or project which is
otherwise sufficiently documented such as a disbursement which is one of a number of
documented disbursements relating to a campaign mailing or to the operation of a
campaign office; or evidence that the disbursement is covered by a pre-established
written campaign committee policy. If the purpose of the disbursement is not stated in
the accompanying documentation. it must be indicated on the canceled check.

Section 9034.4(e)(1) of Title i1 of the Code of Federal Regulations states
that anyv expenditure for goods or services that are used exclusively for the primary
election campaign shall be attributed to the expenditure limit for the primary. Any
expenditure for goods or services that are used exclusively for the general election
campaign shall be attnbuted to the general election limit.

Section 9034 4(e)(3) of Title 11 of the Code of Federal Regulations states
that overhead expenditures and payroll costs incurred in connection with state or nationa)
campaign offices. shall be artributed according to when the usage occurs or the work is
performed. Expenses for usage of offices or work performed on or before the date of the
candidate's nomination shall be atributed to the primary election, except for periods
when the office is used only by persons working exclusively on general election
campaign preparations.

Section 9034.4(a) of Title 11 of the Code of Federal Regulations, states
that all contributions received by an individual from the date he or she becomes a
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candidate and all matching payments received by the candidate shall be used only to
defray qualified campaign expenses or to repay loans or otherwise restore funds (other
than contributicns which were received and expended to defray qualified campaign
expenses) which were used to defray qualified campaign expenses.

Section 9034.4(a)(5Xii) of Title 11 of the Code of Federal Regulations,
states that gifts and monetary bonuses shall be considered qualified campaign expenses,
provided that all monetary bonuses for commintee employees and consultants in
recognition for campaign-related activities or services are provided for pursuant to a
written contract made prior to the date of ineligibility and are paid no [ater than thirty
days after the date of ineligibility.

Section 9034.4(b)(8) of Title 11 of the Code of Federal Regulations, states
that the cost of lost or misplaced items may be considered a nonqualified campaign
expense. Factors considered by the Commission in making this determination shail
include, but not be limited to, whether the committee demonstrates that it made
conscientious efforts to safeguard the missing equipment; whether the committee sought
or obtained insurance; the type of equipment involved; and the number and value of items
that were lost.

Section 9034.4(b)(3) of Title 11 of the Code of Federal Regulations states,
that any expenses incurred after a candidate’s date of ineligibility are not qualified
campaign expenses except o the extent permitted under 11 CFR 9034.4(2)(3). In
addition. any expenses incwred before the candidaie’s date of ineligibility for goods and
services to be received after the candidate’s date of ineligibility, or for property, services,
or facilities used to benefit the candidate’s general election campaign, are not qualified
campaign expenses.

Section 9038(b)(2)(A) of Title 26 of the United States Code states that if
the Commission determines that any amount of any payment made to a candidate from
the matching pavment account was used for any purpose other than to defray the qualified
campaign expenses with respect to which such payment was made it shall notify such
candidate of the amount so used. and the candidate shall pay to the Secretary an amount
equal to such amount.

Section 9038.2(b)(2)(111) of Title 11 of the Code of Federal Regulations - -
states that the amount of any repayment sought under this section shall bear the same
ratio 10 the total amount determined to have been used for non-qualified campaign
expenses as the amount of matching funds certified to the candidate bears to the
candidate’s total deposits, as of 90 days afier the candidate’s date of ineligibility.

Section 9038.2(a)(2) of Title 11 of the Code of Federal Regulations states

that the Commission will notify the candidate of any repayment determinations made
under this section as possibie, but not later than three years after the close of the matching
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payment period. The Commission’s issnance of the audit rcrt to the candidate under 11
CFR §9038.1(d) will constitute notification for purposes of this section.

1. General Election Expenses Paid by the Primarv Commitiee

During our review of vendor files, expenses were noted that
appeared to further the Candidate’s general election campaign for election but were paid
by the Primary Committee. Each is discussed briefiy below:

a. Bismarck Enterprises

The Primary Cornmittee paid Bismarck Enterprises
$22,984™ for catering services provided on August 29, 1996 at the Democratic National
Convention (the Convention). These services were provided afier the Candidate’s date of
ineligibility (August 28, 1996) and therefore considered a general eiection expense. The
Primary Comminee contended that the Candidate’s date of ineligibility was not until
August 29, 1996, the last day of the Convention, because under Democratic Party rules
the nominee for the office of President does not become the candidate of the Democratic
Party of the United States until he or she has completed his or her acceptance speech to
the Convention.”
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The Primary Committee provided a letter from Sam

| Karatas, Director of Food and Beverage Bismarck Enterprises, which stated that the

s Primary Comminee utilized several suites and banquet facilities during the Convention

| on the dates of August 26 through August 29. Mr. Karatas also related that food and

‘{ beverages were provided 10 nineteen suites during this period and that on August 27, a

% luncheon buffet was prepared for Mrs. Gore. Mr. Karatas added that a small banquet was
| also set up in the President’s waiting lounge on August 29 before he went on the main
stage.

Concerning the above information, neither Mr. Karatas nor
the Primary Commitiee provided documentation or evidence which demonstrated that the
catering services provided on August 19, 1996, the day after the President received the
nomination, were goods and services used exclusively for the Candidate’s primary
election campaign.

In the Memorandum the Audit staff recommended that the
i Pnmary Committee provide evidence or documentation that the goods and services were

n The catering charges include equipment rental and gratities which were pro rated by the Audit
staff based on a percentage of the catering charges for August 29th to the total catenng charges.

b The Prumary Commintee submitted a letter challenging the Commiission's determination that the

candidate's date of mneligibility is August 28, 1996. It argued that the date should be August 29,
1996. The Commission denied the Primary Committee’s request.
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used exclusively for the Candidate’s primary election campaign or evidence that the
General Cornmittee has reimbursed the Primary Commitiee $22,984. Absent adequate
documentation to demonstrate the expenses were exclusive to the primary election
campaign or evidence that the Primary Committee has received reimbursement from the
General Committee, the Audit staff will recommend that the Commission make at
determination that the Primary Committee make a pro-rata repayment to the United
States Treasury.

In response to the Memorandum, the Primary Committee
stated that in light of the Commission’s previous ruling on the date of ineligibility, the
General Committee agreed to reimburse the Primary Committee for the full amount of the
Bismarck Enterprises services ($22,984).

7
[ e

To date no evidence was provided which demonstrated the
General Committee reimbursed $22,984 to the Primary Committee. Therefore, the
payment to Bismarck Enterprises is viewed as a non-qualified campaign expense and a
pro rata repayment of $3,462 is due the United States Treasury ($22,984 x .150630).

i Recommendation #2

The Audit staff recommends the Commission make a determination that the
Primary Committee make a pro-rata repayment of $3,462 ($22,984 x .150630) to the
United States Treasury pursuant to 26 U.S.C. 9038(b)(2).* If the Primary Committee
receives a reimbursement of $22,984 from the General Committee, no repayment is
required.

Should the Commission’s analysis of the facts, interpretation of applicable law,
and conclusions be different than that presented above, the amount due to the U.S.
Treasury would be changed or eliminated.

b. AT&T Capital Corporation

The Pnmary Commitiee entered into a lease agreement
with AT&T Capital Corporation for equipment. The term of the lease was for 18 months
commencing on June i, 1995, It appeared. based on documenta:ion, that the
Clinton/Gore *96 General Comminee, Inc. was 10 have assumed the lease after the
Candidate’s date of ineligibility (August 28, 1996) through November, 1996. The total
lease payments including sales tax were $422,826. The General Committee’s allocable

M Thus figure {.150630) represents the Pnmary Committee's repayment ratio, as calculated pursuant
to 11 CFR §9038.2(b)}(2Xiii). The rauo cited in the Memorandum was (.316062). The formula
for calculating the repayment ratio now includes all in-kind contributions received by the Primary
Comminee which resulted 1n a lower repayment ratio.
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share was $94,133% of which the General Committee paid only $30,397. The balance,
$63,736, paid by the Primary Committee should have been paid by the General
Committee. The Primary Commitiee in its response acknowledged that the General
Committee should have paid $93,464, based on its calculation.™ Accordingly, the Audit
staff included on the Primary Committee statement of Net Qutstanding Campaign
Obligations an account receivable from the General Committee in the amount of $63,736.

In the Memorandum, the Audit staff recommended that the
Primary Committee provide evidence that the balance, $63,736, paid by the Primary
Committee is not exclusively related to the general campaign or evidence that the
Primary Committee has received a reimbursement from the General Committee for
$63,736. Absent adeguate documentation to demonstrate the above amount was
exclusive to the general campaign or evidence that the Primary Committee has received
reimbursement from the General Committee ($63,736) the Audit staff will recommend
that the Commission make 2 determination that the Primary Committee make a pro-rata
repayment to the United States Treasury.

In response to the Memorandum, the Primary Commitiee
stated that the General Committee agreed to reimburse the Primary Committee $63,736.
However, the Primary Committee has not provided evidence that it received a
reimbursement from the General Committee. Therefore, the amount is viewed as a non-
qualified campaign expense.

Recommendation #3

The Audit staff recommends the Commission make a determination that the
Primary Commitiee make a pro-rata repayment of $9,601 (863,736 x .150630) to the
United Siates Treasury pursuant to 26 U.S.C. 9038(b}(2). If the Primary Committee
receives a reimbursement of $63.736 from the General Committee, no repayment is
required.

Should the Commission’s analysis of the facts, interpretation of applicable law,
and conclusions be different than that presented above, the amount due to the U.S.
Treasury would be changed or eliminated.

c. Salary and Overhead
The Primary Commirtee paid salary and overhead

expenses, totaling $340,579, that were incurred subsequent to the Candidate’s date of
ineligibility. For examplie, the Primary Committee paid all costs associated with the

» This amount was derived by pro rating $30,397 for three days in August, 1996 plus $30,397 each
for September, October and November.
M The difference between Audn and the Primary Comminee is $669.
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Little Rock office for the period August 29, 1996 through December 5, 1996. Staff in
this office, according to Primary Committee records, were working on both primary
contribution processing and GELAC contribution processing. These expenses are
attributable to the general election and should have been paid by the General
Committee/GELAC pursuant to 11 CFR 9034.4(¢)(3). The Audit staff determined based
on our review of the Primary Committee’s records pertaining to its allocation of salary
and overhead that $192 288 in expenses are attributable to the General Committee and
$148,291 to the GELAC. With respect to that portion of salary and overhead expenses
attributable to GELAC ($148,291), it should be noted that the GELAC as of January 31,
1997 reimbursed the Primary Committee $94,972. Therefore, expenses for salary and
overhead, totaling $53,319 (148,291 - 94,972), is due the Primary Committec from the
GELAC and $192,288 is due the Primary Committee from the General Committee.

Schedules were provided to the Primary Committee at a
conference held en March 18, 1998. The Primary Committee did not respond other than
10 s1ate it believed winding downing expenses, consisting of salary and overhead, should
be permissible subsequent 1o the Candidate’s date of ineligibility.

In the Memorandum, the Audit staff recommended that the
Primary Committee provide documentation which demonstrates that the expenses for
salary and overhead paid by the Primary Committee subsequent to the Candidate’s date
of ineligibility represented the cost of goods and services used exclusively for the primary
election campaign or evidence that the Primary Committee has received reimbursements
from the General Committee ($192.288) and the GELAC (853,319). Absent adequate
documentation to demonstrate the expenses were exclusive to the primary election
campaign or evidence that the Primary Committee has received reimbursement from the
General Committee totaling 192.288. and $53,319 from the GELAC the Audit staff will
recommend that the Commission make a determination that the Primary Committee make
a pro-rata repayment of $36,996 ($192.288 + 53.319 x .150630) to the United States
Treasury.

In response 1o the Memorandum, the Primary Committee
stated that pursuant to §9034.4(a)(3)(1i1). 100% of salary, overhead and computer
expenses incurred afier the date of ineligibility may be treated as exempt legal and
accounting beginning with the first full reporting period after the date of ineligibility.
The Primary Committee stated further that nothing in the regulation limits the ability of a
candidate in the general election 1o pay primary winding down costs during the general
election period. In addition, the Pnmary Committee stated that the Commission’s bright
line reguiation at §9034 4(e) refers 10 campaign expenditures subject to the limit, not to
winding down costs. Also, it is stated by the Pimary Committee that the entire
accounting/matching funds staff located in Little rock provided no general election
services other than the GELAC contribution services. Finally, the Primary Commitnee
stated that costs related to Pnmary Comminee winding down were incurred in the DC
accounting office by accounting personnel specifically assigned to accounting for the
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Primary Committee and those individuals spent no time relateto general election
activity.

The Primary Committee agreed that the General Committee
would reimburse the Primary Committee for expenses totaling $39,753 that were
allocable to the General Committee, but that no additional reimbursements are due the
Primary Commistee from the General Committee due to the inapplication of 11 CFR
§9034.4(e)(3) to post DOI winding down expenses. As of 9/30/98, the $39,753 has not
been paid to the Primary Committee according to disclosure reports filed.

It is the opinion of the Audit staff that 11 CFR §9034.4(¢)
applies to both operating costs and winding down costs. Expenditures must be
exclusively for the primary campaign or the general election campaign to be attributed to
that campaign. The Explanation and Justification for 11 CFR §9034.4(e)(3) addresses
overhead and payroll costs incurred in connection with state or national campaign offices.
These costs are attributed according to when usage of the office occurs. For usage on or
before the date of the candidate’s nomination, these expenses are attributed to the primary
election, except for periods when the office is used only by persons working exclusively
on general election campaign preparations.

Recommendation #4

The Audit staff recommends the Commission make a determination that the
Primary Commirtee make a pro-rata repayment of $36,996 ($192,288 + 53,319 x
.130630) to the United States Treasury pursuant to 26 U.S.C. §9038(b)(2). If the Primary
Commitiee receives a reimbursement of $192.288 from the General Committee and
$53.319 from the GELAC, no repavment would be required.

Should the Commission’s analysis of the facts, interpretation of applicable law,
and conclusions be different than that presented above, the amount due to the U.S.

Treasury would be changed or eliminated. -

2 Morrs & Camck, Inc.

A consulting agreement was entered into b ~tween the Primary
Commirtee and Morris & Carrick, Inc. (M&C). The agreement covered the period
February 1, 1996 through August 30, 1996. M&C billed the Primary Committec on a
monthly basis. In accordance with the agreement, the Primary Committee paid M&C
$15.000 per month.

In addition. M&:C billed the Primary Committee on August 30,
1996 for an additional $30.000, which the Primary Committee paid on September 30,
1996. The invoice to the Pnmary Committee was annotated “Remaining Primary
Invoice.” Although the agreement stated it may be further extended, renewed or amended
upon written agreement of the parties. there was no provision in the original agreement or
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any amendments to@ agreement Which covered this billing and/or the payment made on
Septemnber 30, 1996. A Primary Committee representative stated the vendor performed
extra work than was originally anticipated and, therefore, was paid an additional $30,000.

Subsequently, the Primary Committee submitted a written response
which stated that the $30,000 payment was actually owed by the General Committee, not
the Primary Committee. M&C was actually owed a total of $95,000 under the General
Committee contract, but was only paid $65,000 on October 10, 1996 by the General
Committee. Further, the Primary Commitiee stated because M&C mistakenly billed the
$30,000 to the Primary Committee, committee staff paid the invoice as directed.
Although the Primary Comnmittee stated a copy of the “misdirected invoice™ was included
with its response, it was not. Finally, the Primary Committee stated that the General
Committee will reimburse the Primary Committee $30,000, representing the amount paid
and owed to M&C,

In suppont of its current position, the Primary Committee provided
a copy of a consulting agreement between M&C and the General Committee. This copy
was not signed by either party.’’ Subsequently, the Primary Committee made available a
copy of the “misdirected invoice.”

The unsigned agreement between the General Committee and
M&C specified an effective date of August 30, 1996 and a termination date of November
30, 1996. It further states M&C was to be paid $95,000 within 30 days of execution of
the agreement.

In our opinion. based on the information provided as of the close of
audit fieldwork. the General Committee’s agreement appeared to be effective as of
August 30, 1996. it was unclear why M&C would mistakenly issue an invoice on the
same date and for only $30,000. when, in fact, the entire amount ($95,000) to be paid,
pursuant to the agreement. was due within 30 days of execution. On September 30, 1996,
when M&C did directly issue an invoice to the General Committee, it was for $65,000.

In the Memorandum, the Audit staff recommended that, the
Primary Committee provide a copy of the executed contract (signed by all parties and
dated) between the General Committee and Morris & Carrick. In addition, a signed
statement from M & C which explains in detail why M & C billed the Primary
Comminee for $30,000 on August 30, 1996, when the Primary Committee obligations
under its contract were fulfilled. Absent adequate documentation to demonstrate the
expenses at issue were, in fact qualified campaign expenses, the Audit staff will
recommend that the Commission make a determination that the Primary Committee make
a pro-rata repayment of $4.519 ($30.000 x .150630) to the United States Treasury
pursuant 1o 11 CFR §9038.2(b)(2).

3 The Primary consulting agreement was signed by the Primary Committee and M&C.
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In response to the Memorandum, the Primary Committee stated
that an executed contract between the General Committee and Morris & Carrick did not
exist. However, the Primary Committee provided an affidavit from William A. Carrick,
Jr., the President of Morris & Carrick, Inc.

Mr. Carrick stated that M & C agreed to provide political
consulting services to both the Primary Committee and General Committee. M & C
agreed in writing to provide services to the Primary Committee in return for $105,000 -
$15,000 per month for 7 months and M & C was paid in full for all services provided to
the Primary Committee.

Mr. Carrick continued that the General Committee orally agreed
that services would be provided in return for $95,000, to be paid within 30 days from the
anticipated date of execution of the contract (August 30, 1996). The agreement was
reflected in a proposed wrinten contract, however, unintentionally, the parties never
signed that contract. Mr. Carrick stated further, that both parties treated the proposed
contract as though it had been fully executed and abided by all of its terms.

According to Mr. Carrick, M & C mistakenly billed the Prnimary
Committee, instead of the General Committee for $30,000 and that the Pnmary
Committee paid the bill without questioning it. He stated that M & C was unaware of the
mistake on this bill and was also unaware that the $30,000 was paid from the Primary
Committee. Further, M & C received payments 1otaling $200,000 in full satisfaction of
all obligations owed and duties performed under the Primary and General Committee
agreements and that M & C did not receive any funds above and beyond those called for
in the agreements with the Primary and General Committees. Finally, Mr. Carrick stated
that M & C never received a bonus pavment from either the Primary or the General
Committee and that all payments were in accordance with its written agreements with
both the Primary and General Commitiees.

Although the Primary Committee did not provide a copy of an
executed contract between the General Commitiee and M & C, as recommended, it did
provide information in the form of an affidavit from William Carrick, Jr. which explained
that the Pnmary Commitiee was apparently billed in error.

in view of this apparent billing error and resulting payment by the
Primary Committee of a General Commitiee expense, the General Committee should
reimburse the Pimary Committee $30.000.* Absent such a reimbursement, the amount
paid ($30,000%) by the Primarv Commirtee represents a non-qualified campaign expense.

» This amount is shown as due to the Primary Comminee on the Statement of Net Ouistanding
Qualified Campaign Expenses prepared by the Audit s1aff and included in the General
Communee's Audit Report

» This amount is not included on the Statement of Net Qutstanding Campaign Obligations as due
from the General Committee because the payment to M&C occurred after the candidate’s date
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Recommendation #5

The Audit staff recommends that the Commission determine that the Primary
Committee make a pro rata repayment of $4,519 ($30,000 x .150630) to the United
States Treasury pursuant to 11 CFR § 9038.2(b)(2). Should the Primary Committee
provide evidence that it has been reimbursed by the General Committee, the repayment
would not be required.

Should the Commission’s analysis of the facts, interpretation of applicable law,
and conclusions be different than that presented above, the amount due to the U.S.
Treasury would be changed or eliminated.

C. SHERATON NEW YORK HOTEL & TOWERS

Section 441a(a)(2)(A) of Title 2 of the United States Code states that no
multicandidate political committee shall make contributions to any candidate and his
authorized political committees with respect to any election for Federal office which, in
the aggregate, exceed §$5,000.

Section 441a(a)(7)(B)(i) of Title 2 of the United States Code states that
expenditures made by any person in cooperation, consultation, or concert, with, or at the
request or suggestion of, a candidate, his authorized political committees, or their agents,
shall be considered to be contribution to such candidate.

Section 110.8(e)(1)(i)(i1) of Title 11 of the Code of Federal Regulations
states that a political party may make reimbursement for the expenses of a candidate who
is engaging in partv-building activities, without the payment being considered a
contribution to the candidate, and without the unreimbursed expense being considered an
expenditure counting against the limitation as long as the event is a bona fide party event
or appearance; and no aspect of the solicitation for the event, the setting of the event, and
the remarks or activities of the candidate in connection with the event were for the
purpose of influencing the candidate's nomination for election.

Section 110.8(e)(2)(ii) of Title 11 of the Code of Federal Regulations
states that an event or appearance occurring on or after January 1 of the year of the
election for which the individual is a candidate is presumptively for the purpose of
influencing the candidate’s election. and any contributions or expenditures are governed
by the contribution and expenditure limitation.

Section 100.7(a)(1) of Title 11 of the Code of Federal Regulations states,
in part, that the term contribution includes the following payments, services or other

of ineligibiliry.
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things of value: a gift, subscription, loan advance or deposit of money or anything of
value made by any person for the purpose of influencing any election for Federal office.
Section 100.7(a)(1)(1ii)}(A) of Tittle 11 of the Code of Federal Regulations states that for
purposes of 11 CFR 100.7(a)(1), the term anything of value includes all in-kind
contributions. Unless specifically exempted under 11 CFR 100.7(b), the provision of any
goods or services is a contribution.

The Primary Committee made payments to the Sheraton New York Hotel
& Towers (the Sheraton) totaling $252,555. One of the payments was a wire transfer on
January 4, 1996 in amount of $134,739, which appeared to represent a deposit. In
addition, the Primary Committee received and paid an estimated bill for an event in the

‘ amount of $117,816.

| : In response to the Audit staff’s inquiry, the Primary Committee provided
1 the following chronology regarding the payments made to the Sheraton. The payment of
S $134,739 pertained to an event scheduled to occur in January, 1996. This event was

I subsequently canceled. The Sheraton sent the Primary Committee a refund of

¥ $103.260,* a cancellation fee of $31.479 was charged. This event was then rescheduled
S to February 15, 1996. On February 8, 1996, a $117,816 payment was made to the
. Sheraton for the February 15, 1996 event. Finally, the Primary Committee stated the
DNC invited some of its donors to the event. and based on the number of DNC attendees
and the expenses incurred by DNC staff. the DNC paid $19,832. The Primary Committee
| provided a copy of an invoice issued by the Sheraton to the Primary Committee, dated

fif March 8, 1996, in the amount of $142.322 plus a copy of an estimated bill issued by the
‘ Sheraton to the DNC for $19.832.

Costs itemized on the DNC’s estimated bill were: dinner ($13,200), floral
($446). linen ($185). stanchions. ropes. pipe and drape, ($220), Clinton-Gore/DNC office
rentai (3610), Clinton-Gore/DNC office phone/fax/printer ($671), and sleeping rooms
(54.500). Comparison of the charges listed on the Primary Committee’s invoice versus
the charges listed on the estimated DNC bill.revealed that except for dinners ($13,200)
floral ($446) and linen ($185). the remaining categories of itemized charges on the
DNC’s estimated bill do not appear on the Primary Committee's invoice — the Primary
Committee’s invoice apparently represents all the categories or types of charges billed by
the Sheraton directly related to the event. The expenses representing the difference,
$6.001 ($19.832 - 13,831) appear to be related to the event, even though not included on
the Sheraton’s March 8, 1996 invoice. Consequently, absent additional documentation,
the Audit staff could not determine how. or if, expenses totaling $10,675, as reflected on
the Sheraton’s invoice issued to the Primary Commitiee were paid.

A copv of the refund check was provided.

“ Apparent total cost of event, $142,322 less $117,816 paid by the Primary Commitice, less $13,831
paid by the DNC.
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Based on the information available as of the close of audit fieldwork, the
cost of the event appeared to be a qualified campaign expense; the Sheraton invoice
referenced a “Clinton/Gore ‘96 Reception/Dinner.” Further, this event did not appear to
represent a joint fundraising effort in which the DNC was a participant. Absent
documentation demonstrating that the expenses paid by the DNC were expenses NOT in
connection with the candidate’s campaign for nomination, the Audit staff viewed the
amount paid by the DNC as an in-kind contribution. Further, the value of the apparent
in-kind contribution ($19,832) was added to the amount of expenditures subject to the
overall limitaticn.

It was recommended in the Memorandum, that the Primary Committee provide:
a) The final invoice issued by the Sheraton to the DNC,;

b) an explanation as to the method used to “allacate” the costs of the event
between the Primary Commitiee and the DNC, along with documentation
1o support that “allocation” ratio used;

c) documentation, in the form of canceled check(s) that demonstrates the
$10,675 in event expenses were paid;

d) documentation to show how the expenses paid by the DNC are expenses
not in connection with the candidate’s campaign for nomination, and thus
not an in-kind contribution to the Pnmary Committee.

In response 10 the Memorandum, the Primary Committee provided
invoices and documentation which demonstrated that all expenses relating to the event
were paid. Although the estimated bill for the DNC was $19,832, the actual amount paid
by the DNC was $24.926 (catering and room chargék). In addition, the Primary
Commirtee provided documentation which explained the method used to “allocate” the
cost berween the Primary Committee and the DNC. The DNC paid 11% of the cost
which it considered as its share for the 165 guests invited by the DNC.

According to the Primary Committee, the primary purpose of this event
was to gamer support for the Clinton/Gore "96 presidential ticket and to bring atteniion to
the candidates and their agenda in the state of New York. This was not a fundraising
event for the Primary Committee. The DNC, however, was conducting fundraising in
New York at the time of the event, and when it learned that the President and Vice
President would be appearing, asked the Primary Commitiee to allow the DNC o invite a
small number of potential contnbutors 1o the event (emphasis added).

The Primary Commitiee also submitted an affidavit from Joseph Sandler,
who at the time of the event was General Counsel at the DNC. Mr. Sandler stated the
DNC was raising money in New York duning the same time period as the event, and
when the DNC heard that the President and Vice President were attending this dinner the
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DNC invited its own guests. It should be noted that Mr. Sandier makes no reference in
his affidavit that the DNC guests were potential contributors. No documentation has
been made available that demonstrated the DNC guests received any solicitation as a
result of attending this event.

Based on our review of all the information available, it appears that the
DNC was conducting fundraising in New York and did invite certain individuals 10 atiend
the Primary Committee event. These individuals were among the 1,544 guests attending
this event, an event that by the Primary Committee’s own admission, *was 10 garner
support for the Clinton/Gore *96 presidential ticket.” The cost of this primary campaign
event may not be apportioned to the DNC or any other political committee without an in-
kind contribution resulting.*’

Accordingly, the DNC made and the Primary Committee received an
excessive in-kind contribution from the DNC. Further, the value of the in-kind
contribution (324,926) 1s included in the amount of expenditures subject to the overall
limitation.

D. EXPENDITURE LIMITATION

Sections 441a(b)(1)(A) and (c) of Title 2 of the United States Code state,
in part, that no candidate for the office of President of the United States who is eligible
under section 9033 to receive payments from the Secretary of the Treasury may make
expenditures in excess of $10,000.000 in the campaign for nomination for election to
such office as adjusted by the Consumer Price Index published each year by the Bureau
of Labor Statistics of the Department of Labor.

Section 9035(a) of Title 26 of the Internal Revenue Code states, in part,
that no candidate shall knowingly incur qualified campaign expenses in excess of the
expenditure limitation applicable under section 441a (b)(1)(A) of Title 2.

Section 9032.9(a) of Title 11 of the Code of Federal Regulations states, in
part, that a qualified campaign expense is one incurred by or on behalf of the candidate
from the date the individual became a candidate through the last day of the candidate’s
eligibility; mad - in connection with his campaign for nomination; and neither the
incurrence nor the pavment of which constirutes a violation of any law of the United
States or the State in which the expense is incurred or paid.

Sections 9033.11(a) and (b){(2)(A) of Title 11 of the Code of Federal
Repulations state, in part, that each candidate shail have the burden of proving that

“ A pohitical party may reimburse the expenses of a candidate who is engaging in party building
activities without the payment being considered a contribution to the candidate, and without

the unreunbursed expense being considered an expenditure counting against the limitation as
long as the event is a bona fide party event or appearance and no aspect of the solicitation for
the event were for the purpose of influencing the candidate’s nomination or election.
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disbursements made by the candidate or his authorized commitiee are qualified campaign
expenses as defined in 11 CFR 9032.9. For disbursements in excess of $200 to a payee,
the candidate shall present a canceled check negotiated by the payee and either a bill, an
invoice or voucher from the payee stating the purpose of the disbursement.

Sections 9034.4(e)(5) of Title 26 of the Code of Federal Regulations
states, in relevant part, that the production costs for media communications that are
broadcast both before and after the date of the candidate’s nomination shall be attributed
50% to the primary limitation and 50% to the general election limitation.

Sections 9038.2(b)(2)(i)(A) and (i1)(A) of Title 11 of the Code of Federal
Regulations state, in part, that the Commission may determine that amount(s) of any
payments made o a candidate from the matching payment account wete used for the
purposes other than to defray qualified campaign expenses. Further, an example of a
Commission repayment determination under paragraph (b)(2) includes determinations
that a candidate, a candidate’s authorized committee(s) or agents have made expenditures
in excess of the limitations set forth in 11 CFR 9035.

Section 9038.2(b)(2)(iii) of Title 11 of the Code of Federal Regulations
states, in part, that the amount of any repayment under this section shall bear the same
ratio to the total amount deterrnined to have been used for non qualified campaign
expenses as the amount of matching funds certified to the candidate bears to the
candidate's total deposits, as of 90 days after the candidate’s date of ineligibility.

The expenditure limiation for the 1996 Primary election for nomination
for the office of President of the United States was $30,910,000.

From its inception through December 31, 1997 the Primary Commitiee
reporied net operating expenditures (subject to the limitation) of $30,727,701.

Our anaivsis of expenditures subject to the limit indicated, based on
information made available during fieldwork. that the limitation had been exceeded by
$46.548.005.

Cenain -djustments made by the Audit staff to reported expenditures
subject to the limitation are detaiied below.

1. Additional Expenditures Considered Exempt L egal and
Accounting

Based on our review of the Primary Committee’s expense printouts
and work sheets, it was determined that there were additional expenses, not claimed by
the Pimary Committee, that were entitled to the compliance exemption. The amount
calculated by the Audit staff was $363.668. This amount is a reduction 1o expenditures
subject to the limit pending amendments to be filed by the Primary Committee.
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In response to the Memorandum, the Primary Committee filed the
necessary amendments.

Considered 100% Exempt Compliance

The Primary Committee allocated as 100% exempt compliance all
expenses incurred in the legal and in the matching fund cost group. The Primary
Committee did not charge any of these expenses to the expenditure limitation. Legal and
accounting expenses incurred solely for the purpose of ensuring compliance with the

|

|

|

; 2. Expenses in the [egal and in the Matching Fund Departments Not
|

|

&

|

|

‘ Federal Election Campaign Act do not count against the overall expenditure limitation.

| * In addition, costs associated with the preparation of matching fund submissions are
e considered exempt legal and accounting expenses. However, “costs associated with the
‘ £y preparation of matching fund submissions”™ do not include data entry or batching

| contributions for deposit. Likewise, the cost of legal services involving the review and
enforcement of committee contracts is not viewed as 100% exempt compliance.

The Primary Committee’s contributions were processed in its Little

Rock. Arkansas headquarters. Contribution processing included not only those activities
that related direcily to the preparation of matching fund submissions, but also included
o data entrv and batching of contributions for deposit; these functions would have been

i necessary even if no matching fund submissions were prepared The Primary

fis Committee's legal department performed duties such as negotiating contracts as well as
the collection of rent due from a tenant, both of which are not related solely to ensuring
comphance with the Act.

In response to our inquiry concerning the expense allocation for
these two cost groups. the Primary Committee stated “[t}he [Primary] Committee has
allocated 100% of s1aff artomey Ken Stern’s tirne 10 accounting since he primarily
provided services not directly related to compliance.” In addition, the response stated
that “other staff attornevs ware assigned to compliance activities with minimal time
commined 1o other services.™

With respect to the matching fund cost group, t e Primary
Commuttee stated that “all of the costs allocated by the Committee to Department 145
[Matching Fund Depariment] were related to processing contributions.” The Primary
Commitiee submitted a calculation for staff who performed data entry, batch processing
and other duties unrelaled to matching funds. The Primary Committee identified 17.33%
of the duties performed by Matching Fund Department staff as related to its accounting
functions. It should be noted that expenses properly charged to accounting are allocated
85% exempt compliance and 15% operating expenses chargeable to the overall limitation,
whereas expenses properly charged to the matching funds department are allocated 100%
compliance and as such are not chargeable to the overall limitation.
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Given the above response, the Primary Commitiee appeared to
agree with the Audit staff that some portion of the expenses initially allocated to the legal
department and the matching fund department did not gualify as 100% exempt
compliance. The Commission’s Financial Control and Compliance manual provides that
each allocable cost group must be allocated by a single method on a consistent basis. The
Primary Committes may not allocate costs within a particular group by different methods,
such as allocating the payroll of some individuals by the standard 10 percent method, and
other individuals by a commitiee-developed percentage supported by records indicating
the functions and duties of the individuals. However, different cost groups may be
allocated by different methods. The method used by the Primary Committee in arriving
at the 17.33% figure was not consistent with the guidance provided in the Manual.

In the Audit staff’s view, an allocation of 85% exempt compliance
and 15% operating with respect to expenses charged to the legal department and the
matching fund department is a reasonable and consistent method of allocating the
activities in these cost groups. If the expenses at issue were allocated in this manner, an
increase of $355,187 10 the overail expenditure limitation would result.

In response to the Memorandum, the Primary Commttiee stated,
that 1t was its intention to allocate all compliance legal cost to the Legal-compliance cost
center and the other expenses to Legal-other. The Primary Committee continued that the
Committee’s General Counsel and Chief Counsel would provide the compliance services
since that was their primary area of expertise and paid outside counse! would primarily
handle non-compliance maners. The Primary Committee stated further that the auditors
questioned whether Ken Stern, who was Deputy General Counsel and on the
Commutiee’s payroll, would be treated as 100% compliance since he performed other
tasks that may not have been compliance related. The Primary Commitiee suggested that
Mr. Stern’s payroll and overhead be treated as subject to the limit, except for the 5%
national compliance exemption. It is the position of the Primary Committee that all other
expenses intially charged to the Legal-compliance cost center should be treated as 100%
exempt. -

The Audit staff did not single out Mr. Stem for performing tasks
that were not compliance related. The Audit stafT did note that the Pnmary Commitiee’s
General Counsel was involved in contract neg~tiations and an Associate Counsel
collected rent, and that such functions were not considered exempt compliance activities.
However, in addition 1o the above, it is obvious that Mr. Stern's salary and associated
overhead could not be considered 100% exempt compliance. Further, according to the
Prnmary Committee other staff attorneys allocated minimal time to other than compliance
services.

As demonstrated above, the individuals whose expenses were
charged 1o the legal department were performing duties which are not considered 100%
exempt comphance. Therefore, the proposed reclassification of only Mr. Stern’s salary
and associated overhead from the amount originally charged to the Legal-compliance cost
center, as suggested by the Pnmary Committee, does not alter the Audit staff"s opinion
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that all legal expenses as originally classified should be ailocated at a ratio of 85%
compliance 15% operating.

With respect to the Matching Fund Department, the Primary
Committee stated that it followed the auditors’ guidance in the Manual by establishing
separate accounting and matching fund cost centers which reasonably and accurately
reflect the division of duties. The Primary Committee continued that because there were
some functions in the contribution processing office that the FEC does not treat as 100%
compliance, the Primary Committee did not allocate that portion of those activities to the
matching fund cost center. Instead those costs were allocated to the accounting cost
center and the numbers on the FEC reports originally filed included this allocation.
Finally, the Primary Committee stated that it provided calculations showing the
reasonable accounting between cost centers.

The Primary Committee provided workpapers with detailed
monthly/quarterly amounts of payroll and overhead costs associated with contribution
processing that it allocated to the matching fund and to the accounting cost centers.”® For
example, for the period of April through June, 1995 the Primary Committee identified
82.67% of the cost of conmribution processing as allocable to the matching fund cost
center and 17.33% as allocable to the accounting cost center.

In addition to applying this percentage to costs associated with
contribution processing, the Pnmary Committee applied this same percentage (17.33%)
to payroll and overhead expenses associated with two other employees, computers, cost
of software and computer services. and. to the cost of overhead associated with the
matching fund offices and charged that amount to the accounting cost center with the
remainder (82.67%) charged to the matching fund cost center. It is not clear from the
workpapers provided how this allocation is related to these costs, The Audit staff’
comacted the Primary Comminiee chief accountant in an attempt 1o obtain an explanation
with respect to the Primary Commitiee’s methodology used to calculate its allocation
percentages and to obtain documentation to support such calculations On at least 3
occasions the chief accountant stated she had requested copies of work papers (from the
Washington DC office) containing the calculations and once in her possession she would
contact the Audit Division. No such contact was made.

As previously stated. the cost associated with the preparation of
matching fund submissions shall not include costs of general contribution processing
such as data entry and baiching contributions for deposit. (Compliance Manual at page
30). The Pnmary Commitiee’s proposa! did not include (1) any detailed information
concermung the duties performed by individuals assigned 10 the matching funds
department. or (2) any justification for the percentages identified for other categories of
expenses which the Primary Comminee now considers not exclusively related to the

o The percemage of payroll related 1o conwibution precessing allocated to the accounting cost
center varied with each reporting penod.
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preparation of matching fund submissions. It is the Audit staff"s opinion that an 85%
exempt, 15% operating allocation for the matching fund cost center remains a consistent
and reasonable method to allocate such costs. Accordingly, an adjustment of $395,187 to
expenditures subject to the overall limit has been included, rather than the proposed
adjustment of $117,817 suggested by the Primary Committee in its response.

3. Refunds and Rebates Incomrectly Offset Against the
Expenditure Limitation

The Committee allocated costs associated with its headquarter
departments either 100%, 85% or 5% to exempt legal and accounting and the remainder
was allocated to operating expenditures. Therefore to insure the accuracy of the
calculation of expenditures subject to the limit, if an asset or service when purchased or
provided was allocated 85% to exempt legal and accounting and 15% to operating, the
proceeds from the sale of that asset or a refund related to that service should be credited
85% exempt legal and accounting and the remaining 15% to operating. During our
review of refunds and rebates received by the Primary Committee, it was determined that
certain amounts wete offset incorrectly at 10G%(instead of 85% or 5%) against the
overall expenditure limitation. The correct allocation of refunds and rebates will add
$170,857 to the overall expenditure limitation.

In response to the Memorandum, the Primary Committee indicated
that the correct amount of refunds and rebates that should be added to the overall
expendirure limitation is $168,445. The Primary Committee stated that among the
refunds reallocated by the auditors was $379,705 for the sale of assets, of which $60,601
was added to the overall expendirure limit by calculating 85% of the legal and
accounting assets’ value and 5% of the other assets’ value involved in the sale.
According 1o the Primary Committee the assets sold were valued at $370,816. Of that
amount, the Primary Commitiee states that assets sold from the accounting department
should decrease the limit by 15%, those assets sold from the legal and from the matching
fund cost center should not decrease the overall expenditure limit, while the assets sold
from the other cost centers should decrease the expenditure limit 5%. An upward
adjustmen? of $58.186 to the overall expenditure limit relative to this sale of assets is
warranted rather than the $60.601 calculated by the auditors. The figure proposed by the
Primary Commitiee is incorrect since it was calculated by using certain offset amounts
related to the sale of assets which the Primary Commintee incorrectly classified as 100%
compliance rather than the proper allocation of 85% compliance used by the Audit staff
for the legal and the matching fund cost centers.

Nothwithstanding the above, an additional calculation is necessary
to arrive at the correct amount of the adjustment to the overall expenditure limit. The
General Commirtee purchased assets from the Primary Commitiee for $370,816 and the
GELAC purchased assets from the DC office for $8,889. In addition, assets from the
maiching fund department were sold to the GELAC for $55,180. The Primary
Comminee did not include in its adjustment ($168,445) to the overall expenditure
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limitation matching fund department assets purchased by the GELAC. However, it is the
Audit staff's position that expenses charged to the matching fund department should be
considered 85% exempt compliance, and 15% operating (chargeable to the overall
expenditure limit), thus an additional downward adjustment of $8,277 (855,180 x .15) to
the expenditure limitation is necessary.

Based on the above, the Audit staff included an adjustment of
$162,850 ($170,857 - $8,277) in our analysis of the overall expenditure limitation (see

footnote D).
4. Amounts Due the General Committee and the

‘. GELAC

‘ a. Salary and Overhead
- The GELAC paid the Primary Committee $151,757 for

it salary and overhead of Primary Committee staff who worked on GELAC activities prior
i to the Candidate’s date of ineligibility. Our review revealed that only certain persons paid
i by the Primary Comminee worked 100% on GELAC activities for their entire period of

employment prior to the Candidate’s date of ineligibility. For those persons who did not

work exclusively on GELAC activities for their entire pre-DOI period of employment no

reimbursement from GELAC is warranted according to the regulations at 11 CFR

§9034.4(e). Expenses for salary and overhead that were allocated between the Primary

Committee and the GELAC but were not exclusively general election in nature are

| considered primary expenses. Based on our review of GELAC documentation, we
determined that $62.879 in salarv and overhead expenses were associated with staff
working exclusively on GELAC activities for their entire pre-DOI period of employment.
Accordingly. the Pnmary Committee should have returned to the GELAC $88,878
($151,757 - $62.879). Of this amount ($88.878) only $23,033 was applied by the

| Primary Commuttee as an ofiset to expenditures subject to the limitation. Therefore, the

| Audit s1aff has added $23.033 10 the overall expenditure limitation.

In 115 response to the Memorandurn, the Primary Commitiee
disagreed that the bright line test was intended to apply to GELAC fundraising.
According to the Pnimary Commirtee, the regulations under 11 CFR §9003.3(a)(1)(i)
specifically authorize the estabhishment of a GELAC committee prior to the candidate’s
nomination and specifically require the pavment of GELAC fundraising expenses for
GELAC funds raised. Finally. the Primary Commitiee stated that if the bright line test
were applied to GELAC operations. it could result in the Primary Committee paying all
of the costs for raising GELAC funds. It is the Primary Committee’s position that it does
not owe the GELAC a reimbursement and no addition to the overali expenditure
limitation is warranted

It remains our opinion that only salary and overhead

expenses for campaign staff who worked exclusively on GELAC activities for their entire
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period of employment prior to the date of nomination could be reimbursed by GELAC.
Further, the regulations at 11 CFR §9034.4 (¢) encompassed 2ll expenditures, including
operating, fundraising and winddown. Therefore, the Primary Committee should retum
to the GELAC $88,878, of that amount $23,033 has been added to expenditures subject to

the overall limitation.
b. Sublease Payments

The Primary Committee paid rent to 1100 21st Association
Ltd. Partnership for the months of July and August. The General Committee paid rent for
office space for the remaining months of September through November. During the lease
pericd the Primary Committee subleased a portion of its office space to the firm
Dickstein, Shapiro, Morin & Oshinsky LLP (DS). The sublease rent payments, totaling
$76,716, were deposited into the Primary Committee’s account and subsequently offset
against expenditures subject to the limitation. The Audit staff calculated that the Primary
Committee owes the General Committee $39,451.% The Primary Committee in its
response calculated that the Primary Committee owed the General Committee $43,005.
However, the Primary Comminee did not consider in its calculation rent that the General
Committee should have paid for August 29 - 31. This will add $39,451 to the overall
expenditure limitation.

In response to the Memorandum, the Primary Committee
stated that it does not dispute this caiculation and agrees to pay the General Committee
$39.451. in addition, the Primary Committee does not dispute that this will add $39,451
to the overall expenditure limitation. However, to date the Primary Committee has not
provided evidence that the payment has been made to the General Committee.

Shown below is the calculation of the expenditures subject
to the hmit:.

“ This amount was denived by pro raung $14,033 for three days in August, 1996 plus $14,033 each

for September. October. and November less the amount of rent ($4,007) paid by the Primary
Comminee which should have been paid by the General Committee for the period 8/29/96-
8731196.
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CLINTON/GORE 96 PRIMARY COMMITTEE, INC.
ANALYSIS OF EXPENDITURES SUBJECT TO LIMITATION

AMOUNT REPORTED BY THE PRIMARY COMMITTEE
AT DECEMBER 31, 1597

LESS:

ADDITIONAL HEADQUARTER DEPARTMENTS AND EXPENDITURES
CONSIDERED EXEMPT LEGAL AND ACCOUNTING

SUBTOTAL
ADD:
DEBTS OWED BY THE PRIMARY COMMITTEE AT DECEMRBER 31, 1997

15% FOR LEGAL DEPARTMENT AND MATCHING FUND DEPARTMENT
NOT CONSIDERED 100% EXEMPT COMPLIANCE

REFUNDS. REBATES AND THE SALE OF ASSETS
INCORRECTLY OFFSET AGAINST THE LIMIT

PAYABLE TO CLINTON/GORE ‘96 GENERAL ELECTION COMPLIANCE
FUND FOR SALARY AND OVERHEAD PRE DO

DUE TO CLINTON/GORE ‘96 GENERAL COMMHTEE

CONVENTION TRAVEL 12,427
SUBLEASE PAYMENTS 39451

IN-KIND CONTRIBUTION FOR EVENT COSTS

SUBTOTAL

$30,727,70}

363,668 A/

30,364,033

104,759 B/

395,187 ¢

162,850 b/
23033 U

51,878 ¥

24926 G/

$31,126.666
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LESS:
DEBTS OWED TO THE COMMITTEE AT DECEMBER 31, 1997 361,860 W
AMOUNT DUE FROM CLINTON/GORE ‘96 GENERAL COMMITTEE 87,159 v

BISMARK ENTERPRISES 22,984

AT &T PHONE LEASE 63,736

GTE 439
SUBTOTAL 30,677,647
ADD: DNC MEDIA EXPENSES 46,580,358
EXPENDITURES SUBJECT TO PRIMARY SPENDING LIMITATION 71,258,005
LESS: PRIMARY EXPENDITURE LIMITATION 30,910,000
EXPENDITURES IN EXCESS OF PRIMARY SPENDING LIMITATION 46,348,005
LESS OUTSTANDING PAYABLES 160,795 ¥
EXPENDITURES IN EXCESS OF THE SPENDING LIMITATICN SUBJECT TO 46247210
REPAYMENT
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FOOTNOTES

This amount represents costs that are considered exempt legal and accounting
expenses. See Finding I11.D.1.

Debts owed by the Primary Committee as reported in its December 31, 1997
Disclosure Reports Schedule D.

This amount represents 15% of the legal department and the matching fund
department expenses that, based on a review of salary and overhead, were
misclassified. See Finding I11.D.2.

This amount is for refunds, rebates and the sale of assets that were offset 100%
against the limit by the Primary Committee. However, the documentation
indicated that only a portion of the refund (15% or 95%) should have been offset
against the expenditure limit. See Finding I11.D.3.

This amount represents the amount of a GELAC reimbursement for pre date of
eligibility salary and overhead expenses incorrectly offset against the limit, the
balance of the reimbursement was offset against exempt legal and accounting
expenses. See Finding [[1.D.4.a.

This represents travel from the Democratic National Convention paid by the
General Comminee (see Audit Reporn on the General Committee, Finding
[11.B.1.) and sublease payments (se¢ Finding II1.D.4.b).

Thus represents an apparent in-kind contribution by the DNC for event expenses.
See Finding I11.C.

A refund from the November 5 Group is due the Primary Committee. According
10 the Primary Committee’s 1* and 2™ quarter 1998 disclosure report, it has
received $201.366 of the refund due from the November 5 Group.

The amount due from the General Comminee for Bismarck Enterprises and
AT&T are amounts paid by the Primary Committee but should have been paid by
the General Committee. See Finding 111.B.1.a. and b. The GTE amount of $439
is a Primary refund that was mistakenly deposited into the General Committee’s
bank account.

Debts owed by the Primary Commitiee as reported in its December 31, 1997
Disclosure Reports Schedule D less $3.964 paid during 1998.
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As depicted in the chart above, the Audit stafT identified
$77,258,005 in expenditures chargeable to the overall expenditure limitation. The
Primary Committee in its response contended that it was $435,188 under the overall
expenditure limit. Our review of the Primary Committee’s disclosure reports as amended
through June 30, 1998 reflected expenditures chargeable to the overall limit of
$30,330,410 — an amount equal to $579,590 under the overall spending limit. The Audit
staff’s inclusion of media expenses paid by the DNC as an in-kind contribution as
discussed in Finding iI1.A. and the necessary adjustments/additions discussed at Findings
IIL.B and C. caused the limit to be exceeded by $46,348,005. After adjustments to
calculate the amount paid in excess of the limit, $46,247,210 is subject to a pro rata
repayment to the United States Treasury.

Recommendation #6

The Audit staff recommends the Commission determine that $6,966,217%
(846,247,210 x .150630) 1s repayable to the United States Treasury pursuant to 11 CFR

§9038.2(b)(2)GGi)(A).

Should the Commission’s analysis of the facts, interpretation of applicable law,
and conclusions be different from that presented above, the amount to be added 1o
Primary Committee’s spending limitation and the amount to be repaid to the U.S.
Treasury could be changed or eliminated.

E. DETERMINATION OF NET QUYSTANDING CAMPAIGN OBLIGATIONS

Section 9034.5 (a) of Title 11 of the Code of Federal Regulations requires
that within 15 calendar days after the candidate’s date of ineligibility, the candidate shall
submit a statement of nret outstanding campaign obligations which reflects the total of all
net outstanding obligations for qualified campaign expenses plus estimated necessary
winding down costs.

In addition, Section 9034.1 (b) of Title 11 of the Code of Federal
Regulations states, in part, that if on the date of ineligibility a candidate has net
outstanding campaign obligations as defined under 11 CFR §9034.5, that candidate may
continue to receive matching payments provided that on the date of payment there are
remaining net outstanding campaign obligations.

President Clinton’s date of ineligibility was August 28, 1996. The Audit
stafl reviewed the Commitiee's financial activity through December 31, 1997, analyzed
winding down costs, and prepared the Statement of Net Outstanding Campaign
Obligations.

hid This amount may require a downward adjustment pending final resolution of the repayment
maters poted at Finding 111.B.
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1t should be noted that the Primary Committee submitted with its response
to the Memorandum its version of the Statement of Net Outstanding Campaign
Obligations. There were several differences between the Audit prepared statement and
the one prepared by the Primary Committee. According to the Primary Committee, the
deficit as of August 29, 1998 was $1,071,056, whereas, the deficit caiculated by the Audit
staff as of August 28, 1998 was $895,646 a difference of approximately $175,000.
However, the Primary Committee did not provide worksheets, schedules or other
documentation to support the derivation of its numbers.

The Audit staffs prepared Statement of Net Qutstanding Carmpaign
Obligations appears below. Based on our analysis, the Primary Committee did not
receive matching funds in excess of its entitlement.
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CLINTON/GORE '36 PRIMARY COMMITTEE, INC.

STATEMENT OF NET OUTSTANDING CAMPAIGN OBLIGATIONS

as of August 28, 1986

as determined through December 31, 1987

ASSETS
Cash in Bank $3385406 (1)
Cash on Hand 292
Investments in U.S. Treasury Notes/Bonds 2,146,840
Accounts Receivable:
Accrued interest 8471 (2)
Vendor Deposits 54933 (3)
Due from GELAC 151,757 {4)
Clinton/Gore '86 General Comritiee 87,159 (5)
Vendor Refunds 385,568 (6)
Capital Assets 497427 (7)
Total Assets 6.722.653
OBLIGATIONS
Accounts Payable for Qualified Campaign Expenses 4,338,553 (8)
Refunds of Contributions 7275 (9
Federal Income Tax 165,480 (10)
Amount Due GELAC BEBIE (11
Amount Due General Commitiee 12427  (12)
Amount Due U.S. Treasury - Stale-dated Checks 12230 (13
Actual Winding Down Expenses 1.822.556
December 6, 1996 - December 31, 1997
Estumated Winding Down Expenses L170900  (14)
January 1, 1998 - December 31, 1999
Total Obligations 1.618.299
Net Outstanding Campaign Obligations (Deficit) {895,646}
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FOOTNOTES TO NOCO STATEMENT

Audited Bank Reconciliation at 8/28/96 which includes stale~-dated checks dated on or before date
of ineligibility added back 10 cash in bank.

Accrued interest income 7/25/96 - 8/28/96.

This amount represents vendor deposits outstanding as of 8/28/96.

‘This amount reflects GELAC reimbursements to the Primary Committze for GELAC salaries and
overhead expenses initially paid by the Primary Committee on or before 8/28/96. An offset
($88,878) was calculated by the Audit staff to reflect the expenses of individuals not working
exclusively on GELAC matters (see Note 11).

This amount represents: (a) Prisnary Committee payment ($22,984) to Bismarck Enterprises for
catering services provided 1o the General Comminee; (b) an amount ($63,736) paid by the
Primary Commitiee for an AT&T phone iease which shouid have been paid by the General
Committee; (¢) a GTE refund ($439) addressed to the Primary Committee but emroneously
deposited by the General Commitnee.

Amounts deposited post date of ineligibility for ransactions made on or before date of ineligibility
plus the reported amount owed to the Primary Committee by one of its media vendors.
Recognition of gross capital assets including software and licensing fees iess depreciation of 40%.
Reflects actual accounts pavable through 12/31/97 absent a reduction to accounts payabie for post
datz of ineligibiliry stale-dated checks and winding down costs.

Represents contributions dated 8728/96 or before and refunded to contributors.

This amount reflects the tax liability for investment income and interest eamed on deposits for the
penod 1/1/96-8/28/96.

This offsets the GELAC reimbursement 1o the Primary Commistee at Note 4; the difference of
362,879 represents the allowable reumbursement by GELAC for staff working 100% on GELAC
marners prior to date of neligibility.

This amount represents; {a} DNC Convention related travel on TWA paid ($7,291) by the General
Comminee. {b) a leg of DNC Convention travel from Chicago to Cape Girardeau, MO relative to
the Primary Commitice that was paid {35.136) by the General Committee (se¢ Audit Repon of the
General Commutiee, Finding IILB.1.). _

Prunary Committee s outstanding checks to vendors or contributors that have nat been cashed.
This amount s based on the Pnmary Commmee's acrual 1997 year-end winding down expenses.
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F. RIMARY STALE-DATED CHECKS

Section 9038.6 of Title 11 of the Code of Federal Regulations states that if
the committee has checks outstanding to creditors or contributions that have not been
cashed, the committee shall notify the Commission. The commitiee shall inform the
Commission of its efforts 1o locate the payees, if such efforts have been necessary, and its
efforts to encourage the payees to cash the outstanding checks. The committee shall also
submit a check for the total amount of such outstanding checks, payable to the United
States Treasury.

During our review of the Primary Committee's disbursement activity, the
Audit staff identified 97 stale-dated checks totaling $38,164 dated between April 27,
1995 and December 16, 1997. The Audit staff provided a schedule of the stale-dated
check to the Primary Committee on Thursday, March 19, 1998.

In the Exit Conference Memorandum, the Audit staff recommended that
the Primary Committee present evidence that the checks were not outstanding (i.e., copies
of the front and back of the negotiated checks), or that the outstanding checks were
voided and/or that no Primary Committee obligation exists.

In response 10 the Memorandum, the Primary Commiittee provided
evidence that checks, totaling $25,934, had been voided, reissued and cleared the bank
(320.044); had cleared the bank subsequent to the end of fieldwork (52,890); had been
onginally issued in error ($1,000); and. had been voided and a check reissued to the U.S.
Treasury ($2.000).

Documentation was also made available with respect to action taken on
the remaining stale-dated checks, toaling $12.230, however, evidence of final disposition
has not been made availabte.

Based on the above, the Audit staff reduced the amount of unresolved
stale-dated checks 1o $12.230.

Recommendation #7

The Audit staff recommends that the Commission make a determination that the
Pnmary Commitee is required to make a payment of $12,230 to the United States
Treasury.

Should the Commission’s analysis of the facts, interpretation of applicable law,
and conclusions be different than that presented above, the amount due to the U.S.
Treasury would be changed or eliminated.
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G. ReofAmo ts Due to the U S,

Shown below is a recap of amounts due the U.S. Treasury as discussed in

this report.
Non-qualified Campaign Expenses
(Finding I11.B.) $ 54,578
Expenditures in Excess of the Overall Limitation
(Finding I11.D.) 6,966,217
Stale Dated Checks (Finding HL.F.) ~ 12230
Total $7.033.025%
- Should the Commission’s analysis of the facts, interpretation of applicable law, and conclusions
be different than that presented above, the amount due to the U.S. Treasury would be changed or
elminated.
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Audit Report on EXHIBIT #1
Clinton/Gore ‘96 Primary Committee, Inc. Page 1 of 1

DNC AND PRIMARY COMMITTEE ADS HAVING SAME AUDIO AND VIDEO
CONTENT
{NOTE: NON-ITALIC IS VOICE-OVER]

P11 REAL TICKET CG13-30
D795 DOLE/GINGRICH DNC1228-30

THE OVAL OFFICE IF IT WERE BOB DOLE SITTING HERE HE WOULD HAVE ALREADY
CUT MEDICARE 270,000,000,000 DOLLARS TOXIC POLLUTERS OFF THE HOOK NO

TO THE BRADY BILL 60,000 CRIMINALS ALLOWED TO BUY HANDGUNS AND SLASHED
EDUCATION PRESIDENT CLINTON STOOD FIRM AND DEFENDED OUR VALUES BUT
NEXT YEAR IF NEWT GINGRICH CONTROLS CONGRESS AND HIS PARTNER BOB DOLE
ENTERS THE OVAL OFFICE THERE WILL BE NOBODY THERE TO STOP THEM

P12 NOBCDY CG14-30

D796 THEM DNC1229-30
THE OVAL OFFICE IF DOLE SITS HERE AND GINGRICH RUNS CONGRESS WHAT
COULD HAPPEN MEDICARE SLASHED WOMEN'S RIGHT TO CHOOSE GONE EDUCATION
SCHOOL DRUG PROGRAMS CUT AND A RISKY 550,000,000,000 DOLLAR PLAN
BALLOONS THE DEFICIT RAISES INTEREST RATES HURTS THE ECONOMY PRESIDENT
CLINTON SAYS BALANCE THE BUDGET CUT TAXES FOR FAMILIES COLLEGE TUITION
STANDS UP TO DOLE AND GINGRICH BUT IF DOLE WINS AND GINGRICH RUNS
CONGRESS THERE WILL BE NOBODY THERE TO STOP THEM

P13 BACK' CG09-30 -

D794 SCHEME DNC1227-30
AMERICA'S ECONOMY 1S COMING BACK 10,000,000 NEW JORS WE MAKE MORE
ALTOS THAN JAPAN HIGHER MINIMUM WAGE NOW BOB DOLE ENDANGERS IT ALL
WITH A RISKY LAST MINUTE SCHEME THAT WOULD BALLOON THE DEFICIT HIGHER
INTEREST RATES HURT FAMILIES PRESIDENT CLINTON'S PLAN TAX CUTS FOR
FAMILIES COLLEGE TUITION TAX CREDITS HEALTH INSURANCE YOU DON'T LOSE
CHANGING JOBS WELFARE REFORM GROWTH PRESIDENT CLINTON MEETING GUR
CHALLENGES BOB DOLE GAMBLING WITH OUR FUTURE

: A Primary Commitiee ad entitlzd GAMBLE is nearly identical to BACK and SCHEME, the
differences are: raise interest rates instead of higher interest rates; harm the economy instead
of hurt families.
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Audit Report on EXHIBIT #2
Clinton/Gore ‘96 Primary Committee, Inc. Page 1 of 2

DNC ADS - CLINTON'S POSITIONS VS DOLE’S POSITIONS
[NOTE: DOLE SPEAKING IN ITALICS, NON-ITALIC IS VOICE-OVER]

D303 NO DNC550-30
WE SENT HIM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT
WE'RE GOING TO VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLANS IT'S TIME TO
SAY YES TO THE CLINTON PLANS YES TO AMERICA'S FAMILIES

D324 PROOF DNC580-30
WE SENT HIM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT
WE'RE GOING TO VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLANS IT'S TIME TO
SAY YES TO THE CLINTON PLANS YES TO AMERICA'S FAMILIES

D346 FACTS DNC602-30
WE SENT HIAM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT
WE'RE GOING TO VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE
VOTES NG THE PRESIDENT DEMANDS WORK FOR WELFARE
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLAN IT'S TIME TO
SAY YES TO THE CLINTON PLAN YES TO OUR FAMILIES AND OUR VALUES

D767 ECONOMY DNC1200-30
REMEMBER RECESSION JOBS LOST THE DOLE GOP BILL TRIES TO DENY NEARLY
1.000,000 FAMILIES UNEMPLOYMENT BENEFITS HIGHER INTEREST RATES
10.000.000 UNEMPLOYED WITH A DOLE AMENDMENT REPUBLICANS TRY TO BLOCK
MORE JOB TRAINING TODAY WE MAKE MORE AUTOS THAN JAPAN RECORD
CONSTRUCTION JOBS MORTGAGE RATES DOWN 10,000,000 NEW JOBS MORE WOMEN
OWNED COMPANIES THAN EVER THE PRESIDENT'S PLAN EDUCATION JOB TRAINING
ECONOMIC GROWTH FOR A BETTER FUTURE
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Audit Report on EXHIBIT #2
Clinton/Gore ‘96 Primary Commitzee, Inc. Page 2 of 2

D797 RISKY DNC1230-30
BOB DOLE ATTACKING THE PRESIDENT BUT PRESIDENT CLINTON CUT TAXES FOR

15,000,000 WORKING FAMILIES PROPOSES TAX CREDITS FOR COLLEGE BOB DOLE
VOTED TO RAISE PAYROLL TAXES SOCIAL SECURITY TAXES THE 90 INCOME TAX
INCREASE 900,000,000,000 IN HIGHER TAXES HIS RISKY TAX SCHEME TO HELP
PAY FOR IT EXPERTS SAY DOLE AND GINGRICH WILL HAVE TO CUT MEDICARE
EDUCATION ENVIRONMENT BOB DOLE RAISING TAXES TRYING TO CUT MEDICARE

RUNNING FROM HIS RECORD
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Audit Report on EXHIBIT #3
Clinton/Gore ‘96 Primary Commitiee, Inc. Page 1 of 3

12 DNC ADS - CLINTON’S POSITIONS VS “DOLE GINGRICH” POSITIONS
[NOTE: NON-ITALIC IS VOICE-OVER]

D212 TABLE DNC420-30
THE GINGRICH DOLE BUDGET PLAN DOCTORS CHARGING MORE THAN MEDICARE
ALLOWS HEADSTART SCHOOL ANTI DRUG HELP SLASHED CHILDREN DENIED
ADEQUATE MEDICAL CARE TOXIC POLLUTERS LET OFF THE HOQK BUT PRESIDENT
CLINTON HAS PUT A BALANCED BUDGET PLAN ON THE TABLE PROTECTING
MEDICARE MEDICAID EDUCATION ENVIRONMENT THE PRESIDENT CUTS TAXES AND
PROTECTS OUR VALUES BUT DOLE AND GINGRICH JUST WALKED AWAY THAT'S
WRONG THEY MUST AGREE TO BALANCE THE BUDGET WITHOUT HURTING AMERICA'S
FAMILIES

D348 SUPPORTS DNC610-30
THIS DOLE GINGRICH ATTACK AD HAS THE FACTS ALL WRONG PRESIDENT CLINTON
SUPPORTS TAX CREDITS FOR FAMILIES WITH CHILDREN BUT WHEN DOLE AND
GINGRICH INSISTED ON RAISING TAXES ON WORKING FAMILIES HUGE CUTS IN
MEDICARE EDUCATION CUTS IN TOXIC CLEANUP CLINTON VETOED IT THE
PRESIDENT'S PLAN PRESERVE MEDICARE DEDUCT COLLEGE TUITION SAVE ANTI
DRUG PROGRA.:4S BUT DOLE GINGRICH VOTE NO NO TO AMERICA'S FAMILIES THE
PRESIDENT'S PLAN MEETING OUR CHALLENGES PROTECTING OUR VALUES

D379 PHOTO DNC641-30
60.000 FELONS AND FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE
PRESIDENT CLINTON PASSED THE BRADY BILL FIVE DAY WAITS BACKGROUND
CHECKS BUT DOLE AND GINGRICH VOTED NO 100,000 NEW POLICE BECAUSE
PRESIDENT CLINTON DELIVERED DOLE AND GINGRICH VOTED NO WANT TO REPEAL
IT STRENGTHEN SCHOOL ANTI DRUG PROGRAMS PRESIDENT CLINTON DID 1T DOLE
AND GINGRICH NO AGAIN THEIR OLD WAYS DON'T WORK PRESIDENT CLINTON'S
PLANS THE NEW WAY MEETING OUR CHALLENGES PROTECTING OUR VALUES

D404 BACKGROUND DNC680-30
60.000 FELONS AND FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE
PRESIDENT CLINTON PASSED THE BRADY BILL BACKGROUND CHECKS DOLE AND
GMNGRICH VOTED NO AND NOW WANT TO REPEAL THE ASSAULT WEAPONS BAN
100,000 NEW POLICE PRESIDENT CLINTON DELIVERED DOLE AND GINGRICH VOTED
NO STRENGTHEN SCHOOL ANT! DRUG PROGRAMS PRESIDENT CLINTON DID IT
REPUBLICANS PLAN TO CUT HELP TO SCHOOLS OLD WAYS DON'T WORK PRESIDENT
CLINTON'S PLANS THE NEW WAY MEETING OUR CHALLENGES PROTECTING OUR
VALUES
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Audit Report on EXHIBIT #3
Clinton/Gore ‘96 Primary Committee, Inc. Page 2 of 3

D433 FINISH DNC710-30
HEADSTART STUDENT LOANS TOXIC CLEANUP EXTRA POLICE ANTI DRUG PROGRAMS
DOLE GINGRICH WANTED THEM CUT NOW THEY'RE SAFE PROTECTED IN THE 96
BUDGET BECAUSE THE PRESIDENT STOOD FIRM DOLE GINGRICH DEADLOCK
GRIDLOCK SHUT DOWNS THE PRESIDENT'S PLAN FINISH THE JOB BALANCE THE
BUDGET REFORM WELFARE CUT TAXES PROTECT MEDICARE PRESIDENT CLINTON
SAYS GET IT DONE MEET OUR CHALLENGES PROTECT OUR VALUES

D458 SAME DNC740-30
AMERICA'S VALUES HEADSTART STUDENT LOANS TOXIC CLEANUP EXTRA POLICE
PROTECTED IN THE BUDGET AGREEMENT THE PRESIDENT STOOD FIRM DOLE
GINGRICH'S LATEST PLAN INCLUDES TAX HIKES ON WORKING FAMILIES UP TO
18.000,000 CHILDREN FACE HEALTHCARE CUTS MEDICARE SLASHED
167,000,000,000 THEN DOLE RESIGNS LEAVING BEHIND GRIDLOCK HE AND
GINGRICH CREATED THE PRESIDENT'S PLAN POLITICS MUST WAIT BALANCE THE
BUDGET REFORM WELFARE PROTECT OUR VALUES

D483 SIDE DNC770-30
AMERICA'S VALUES THE PRESIDENT BANS DEADLY ASSAULT WEAPONS DOLE
GINGRICH VOTE NO THE PRESIDENT PASSES FAMILY LEAVE DOLE GINGRICH VOTE
NO THE PRESIDENT STANDS FIRM A BALANCED BUDGET PROTECTS MEDICARE
DISABLED CHILDREN NO AGAIN NOW DOLE RESIGNS LEAVES GRIDLOCK HE AND
GINGRICH CREATED THE PRESIDENT'S PLAN BALANCE THE BUDGET PROTECT
MEDICARE REFORM WELFARE DO OUR DUTY TO OUR PARENTS OUR CHILDREN
AMERICA'S VALUES

D557 DEFEND DNC950-30 -
PROTECTING FAMILIES FOR MILLIONS OF WORKING FAMILIES PRESIGENT CLINTON
CUT TAXES THE DOLE GINGRICH BUDGET TRIED TO RAISE TAXES ON 8,000,000
THE DOLE GINGRICH BUDGET WOULD HA VE SLASHED MEDICARE 270,000,000,000
CLT COLLEGE SCHOLARSHIPS THE PRESIDENT DEFENDED OUR VALUES F *OTECTED
MEDICARE AND NOW A TAX CUT OF 1,500 DOLLARS A YEAR FOR THE FIRST TWO
YEARS OF COLLEGE MOST COMMUNITY COLLEGES FREE HELP ADULTS GO BACK TD
SCHOOL THE PRESIDENT'S PLAN PROTECTS QUR VALUES
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Audit Report on EXHIBIT #3
Clinton/Gore 96 Primary Compmittee, Inc. Page 3 of 3

D627 ANOTHER DNC1001-30
ANOTHER NEGATIVE REPUBLICAN AD WRONG PRESIDENT CLINTON INCREASED

BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE
GINGRICH BUDGET TRIED TO REPEAL 100,000 NEW POLICE DOLE GINGRICH TRIED

TO SLASH SCHOOL ANTI DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN
PROTECTS OUR JOBS OUR VALUES

D592 VALUES DNC1040-30
AMERICAN VALUES DO OUR DUTY TO OUR PARENTS PRESIDENT CLINTON PROTECTS
MEDICARE THE DOLE GINGRICH BUDGET TRIED TO CUT MEDICARE
270.000.000,000 PROTECT FAMILIES PRESIDENT CLINTON CUT TAXES FOR
MILLIONS OF WORKING FAMILIES THE DOLE GINGRICH BUDGET TRIED TO RAISE
TAXES ON 8,000,000 OF THEM OPPORTUNITY PRESIDENT CLINTON PROPOSES TAX
BREAKS FOR TUITION THE DOLE GINGRICH BUDGET TRIED TO SLASH COLLEGE
SCHOLARSHIPS ONLY PRESIDENT CLINTON'S PLAN MEETS OUR CHALLENGES
PROTECTS OUR VALUES

D697 INCREASED DNC1120-30
ANOTHER NEGATIVE REPUBLICAN AD MISLEADING PRESIDENT CLINTON INCREASED
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE
GINGRICH BUDGET TRIED TO REPEAL 100.000 NEW POLICE DOLE GINGRICH TRIED
TO SLASH SCHOOL ANTI DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN
PROTECTS OUR JOBS OUR VALUES

D732 ENOUGH DNCi160-30
ANOTHER NEGATIVE REPUBLICAN AD MISLEADING PRESIDENT CLINTON INCREASED
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF
DEPQRTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE
GINGRICH BUDGET TRIED TO REPEAL 100,000 NEW POLICE DOLE GINGRICH TRIED
TO SLASH SCHOOL ANTI DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN

PROTECTS OUR JOBS OUR VALUES
Pags of
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Audit Report on EXHIBIT #4
Clinton/Gore ‘96 Primary Committee, Inc. Page 1 of 4

13 DNC ADS - CLINTON'S POSITIONS VS “ THE REPUBLICANS' ” POSITIONS
[NOTE: NON-ITALIC IS VOICE-OVER, BOLD TYPE IS GINGRICH SPEAKING]

D1 PROTECT DNC10-30
MEDICARE LIFELINE FOR OUR ELDERLY THERE IS A WAY TO PROTECT MEDICARE
BENEFITS AND BALANCE THE BUDGET PRESIDENT CLINTON WHO CUT GOVERNMENT
WASTE REDUCED EXCESS SPENDING SLOWED MEDICAL INFLATION THE REPUBLICANS
DISAGREE THEY WANT TO CUT MEDICARE 270 BILLION DOLLARS CHARGING
ELDERLY 600 MORE A YEAR FOR MEDICAL CARE 1700 MORE FOR HOME CARE
PROTECT MEDICARE BENEFITS OR CUT THEM A DECISION THAT TOUCHES US ALL
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D10 MORAL DNCI11-30

AS AMERICANS THERE ARE SOME THINGS WE DONE SIMPLY AND SOLELY BECAUSE

THEY'RE MORAL RIGHT AND GOOD TREATING OUR ELDERLY WITH DIGNITY IS ONE
i OF THESE THINGS WE CREATED MEDICARE NOT BECAUSE IT WAS CHEAP OR EASY
._"f BUT BECAUSE IT WAS THE RIGHT THING TO DO THE REPUBLICANS ARE WRONG TO
WANT TO CUT MEDICARE BENEFITS AND PRESIDENT CLINTON IS RIGHT TO
PROTECT MEDICARE RIGHT TO DEFEND OUR DECISION AS A NATION TO DO WHAT'S
MORAL GOOD AND RIGHT BY OUR ELDERLY

D19 EMMA DNC54-30
PRESERVING MEDICARE FOR THE NEXT GENERATION THE RIGHT CHOICE BUT
WHAT'S THE RIGHT WAY REPUBLICANS SAY DOUBLE PREMIUMS DEDUCTIBLES NO
COVERAGE IF YOU'RE UNDER SIXTY-SEVEN 270 BILLION IN CUTS BUT LESS THAN
HALF THE MONEY REACHES THE MEDICARE TRUST FUND THAT'S WRONG WE CAN
SECURE MEDICARE WITHOUT THESE NEW COSTS ON THE ELDERLY THAT'S THE
PRESIDENT'S PLAN CUT WASTE CONTROL COSTS SAVE MEDICARE BALANCE THE
BUDGET THE RIGHT CHOICE FOR OUR FAMILIES

D38 SAND DNC120-30 o
THERE ARE BELIEFS AND VALUES THAT TIE AMERICANS TOGETHER N WASHINGTON
THESE VALUES GET LOST IN THE TUG OF WAR BUT WHAT'S RIGHT MATTERS WORK
NOT WELFARE 1S RIGHT PUBLIC EDUCATION IS RIGHT MEDICARE IS RIGHT A TAX
CUT FOR WORKING FAMILIES 1S RIGHT THESE VALUES ARE BEHIND THE
PRESIDENT'S BALANCED BUDGET PLAN VALUES REPUBLICANS IGNORE CONGRESS
SHOULD JOMN THE PRESIDENT AND BACK THESE VALUES SO INSTEAD OF A TUG OF
WAR WE COME TOGETHER AND DO WHAT'S RIGHT FOR OUR FAMILIES
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Audit Report on EXHIBIT #4
Clinton/Gore *96 Pimary Committee, Inc. Page 2 of 4

D58 FAMILIES DNC170-30
OUR FAMILIES NEED MEDICARE BUT NOW WE LEARN THE TRUTH NOW WE DON'T GET
RID OF IT IN ROUND ONE BECAUSE WE DON'T THINK THAT THAT'S POLITICALLY
SMART WE DON'T THINK THAT'S THE RIGHT WAY TO GO THROUGH A TRANSITION
BUT WE BELIEVE IT'S GOING TO WITHER ON THE VINE AND NOW THE
REPUBLICANS IN CONGRESS WANT THE PRESIDENT TO CUT A DEAL AND JUST LET
MEDICARE WITHER ON THE VINE NO DEAL THE PRESIDENT WILL VETO ANY BILL
THAT CUTS MEDICARE BENEFITS EDUCATION OR HARMS THE ENVIRONMENT THE
PRESIDENT BELIEVES WE MUST DO QUR DUTY BY OUR PARENTS AND PROVIDE OUR

CHILDREN WITH OPPORTUNITY

D78 THREATEN DNC200-30
THE TRUTH ON MEDICARE NOW WE DON'T GET RID OF IT IN ROUND ONE BECAUSE
WE DON'T THINK THAT THAT'S POLITICALLY SMART WE DON'T THINK THAT'S THE
RIGHT WAY TO GO THROUGH A TRANSITION BUT WE BELIEVE IT'S GOING TO
WITHER ON THE VINE MEDICARE WITHER ON THE VINE BUT PRESIDENT CLINTON
WILL VETO ANY BILL THAT CUTS MEDICARE BENEFITS EDUCATION OR THE
ENVIRONMENT NOW REPUBLICANS THREATEN TO CLOSE THE GOVERNMENT DOWN IF
THE PRESIDENT WON'T CUT MEDICARE AND EDUCATION NO DEAL THE PRESIDENT
WILL DO RIGHT BY OUR ELDERLY AND OUR CHILDREN THREAT OR NO THREAT

D120 PRESIDENTS DNC26i-30
THE CONSTITUTION PRESIDENTS HAVE USED THE POWER IT GIVES THEM TO
PROTECT OUR VALUES THAT'S WHY THE 42ND PRESIDENT 1S STANDING FIRM FOR
HIS BALANCED BUDGET PLAN THE PRESIDENT'S BALANCED BUDGET PROTECTS OUR
ELDERLY REPUBLICANS IN CONGRESS CUT MEDICARE 270 BILLION DOLLARS THE
PRESIDENT'S BALANCED BUDGET SECURES OPPORTUNITY FOR OUR CHILDREN
REPUBLICANS CUT EDUCATION 30 BILLION THAT'S WHY THE PRESIDENT IS
VETOING THE REPUBLICAN BUDGET STANDING UP FOR WE THE PEOPLE

D99 FIRM DNC270-30
THE CONSTITUTION PRESIDENTS HAVE USED THE POWER IT GIVES THEM TO
PROTECT OUR VALUES THAT'S WHY THE 42ND PRESIDENT IS STANDING FIRM FOR
HIS BALANCED BUDGET PLAN THE PRESIDENT'S BALANCED BUDGET PROTECTS OUR
ELDERLY REPUBLICANS IN CONGRESS CUT MEDICARE 270 BILLION DOLLARS THE
PRESIDENT'S BALANCED BUDGET SECURES OPFORTUNITY FOR OUR CHILDREN
REPUBLICANS CUT EDUCATION 30 BILLION THAT'S WHY THE PRESIDENT i$
VETOING THE REPUBLICAN BUDGET STANDING UP FOR WE THE PEOPLE
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Audit Report on EXHIBIT #4
Clinton/Gore ‘96 Primary Committee, Inc. Page 3 of 4

D141 PEOPLE DNC300-30
BELLE IS DOING FINE BUT MEDICARE COULD BE CUT NICHOLAS IS GOING TO
COLLEGE BUT HIS SCHOLARSHIP COULD BE GONE THE STAKES IN THE BUDGET
DEBATE JOSHUA'S DOING WELL BUT HELP FOR HIS DISABILITY COULD BE CUT
PRESIDENT CLINTON STANDING FIRM TO PROTECT PEOPLE MATTHEW BOUGHT A
HOUSE BUT WILL THE WATER BE SAFE TO DRINK MIKE HAS A JOB BUT NEW TAXES
IN THE REPUBLICAN BUDGET COULD SET HIM BACK PRESIDENT CLINTON SAYS
BALANCE THE BUDGET BUT PROTECT OUR FAMILIES

D163 CHILDREN DNC330-30
AMERICA'S CHILDREN 7,000,000 PUSHED TOWARD POVERTY BY HIGHER TAXES ON
WORKING FAMILIES 4,000,000 CHILDREN GET SUB STANDARD HEALTH CARE
EDUCATION CUT 30,000,000,000 DOLLARS ENVIRONMENTAL PROTECTION GUTTED
THAT'S THE SAD TRUTH BEHIND THE REPUBLICAN BUDGET PLAN THE PRESIDENT'S
SEVEN YEAR BALANCED BUDGET PROTECTS MEDICARE EDUCATION AND GIVES
WORKING FAMILIES WITH CHILDREN A TAX BREAK IT'S OUR DUTY TO AMERICA'S
CHILDREN AND THE PRESIDENT'S PLAN WILL MEET IT

D185 SLASH DNC390-30
AMERICA'S CHILDREN MILLIONS PUSHED TOWARD POVERTY BY HIGHER TAXES OVER A
MILLION GET SUB STANDARD HEALTH CARE EDUCATION cuT 30,000,000,000
BILLION ENVIRONMENTAL PROTECTION GUTTED DRASTIC REPUBLICAN BUDGET CUTS
BUT THE PRESIDENT'S PLAN PROTECTS MEDICARE MEDICAID EDUCATION
ENVIRONMENT AND EVEN REPUBLICAN LEADERS AGREE IT BALANCES THE BUDGET
IN SEVEN YEARS CONGRESS SHOULD NOT SLASH MEDICARE AND MEDICAID IT
SHOULD BALANCE THE BUDGET AND DO OUR DUTY TO OUR CHILDREN

D429 HELP DNC705-30
FAMILY MEDICAL LEAVE SO MOTHERS CAN CARE FOR THEIR BABIES PRESIDENT
CLINTON GOT IT PASSED REPUBLICANS OPPOSED IT MORE HELP FOR SMALL
CLASSES TEACHING READING AND MATH PRESIDENT CLINTON GOT IT PASSED
REPUBLICANS WANT TO CUT HELP TO SCHOOLS LOW COST VACCINE TO IMMUNIZE
CHILDREN AGAINST DISEASE PRESIDENT CLINTON PASSED IT REPUBLICANS
OPPOSE IT THE REPUBLICANS WILL DO ANYTHING ANYTHING TO STOP PRESIDENT
CLINTON'S PLAN PRESIDENT CLINTON'S PLAN MEETING OUR CHALLENGES
PROTECTING OUR VALUES
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Audit Report on EXHIBIT #4
Clinton/Gore ‘96 Primary Committee, Inc. Page 4 of 4

D299 STOP DNC540-30
ACCESS TO HEALTH INSURANCE FOR ALL PRESIDENT CLINTON'S PLAN CHILD
SUPPORT COLLECTION FOR MOTHERS AND THEIR CHILDREN EDUCATION JOB
TRAINING MORE POLICE WHAT PRESIDENT CLINTON AND THE DEMOCRATS WANT FOR
AMERICA REPUBLICANS WILL STOP AT NOTHING TO STOP PRESIDENT CLINTON
REPUBLICANS CUT SCHOOL LUNCHES CUT HEADSTART CUT CHILD HEALTHCARE
REPUBLICANS WILL STOP AT NOTHING TO STOP PRESIDENT CLINTON STAND FIRM
CHILDREN ARE COUNTING ON YOU
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Audit Report on EXHIBIT #5
Clinton/Gore ‘96 Primary Committee, Inc. Page ! of 1

4 DNC ADS - DREAMS, VICTIMS, CHALLENGE, WELFARE
[NOTE: NON-ITALIC 1S VOICE-OVER, UNDERSCORED IS CLINTON SPEAKING]

D508 DREAMS DNCg30-30
I WANT TO BE AN ARCHEOLOGIST COLLEGE PROFESSOR PALEONTOLOGIST THE
PRESIDENT SAYS GIVE EVERY CHILD THE CHANCE FOR COLLEGE WITH A TAX CUT
OF 1,500 DOLLARS A YEAR FOR TWG YEARS MAKING MOST COMMUNITY COLLEGES
FREE ALL COLLEGES MORE AFFORDABLE ] WANT TO BE AN OCEANOGRAPHER
PRESCHOOL TEACHER AND FOR ADULTS A CHANCE TO LEARN FIND A BETTER JOB
THE PRESIDENT'S TUITION TAX CUT PLAN I'M GOING TO FIND A CURE FOR
CANCER BECAUSE YOU'RE NEVER TOO OLD TO LEARN OR TOO YOUNG TO DREAM

D276 VICTIMS DNC500-30
EVERY YEAR IN AMERICA 1,000,000 WOMEN ARE VICTIMS OF DOMESTIC ABUSE IT
fS A VIOLATION OF QUR NATION'S VALUES IT'S PAINFUL TO SEE IT'S TIME TO
CONFRONT IT THE PRESIDENT'S PLAN INCREASE CHILD SUPPORT ENFORCEMENT
WORK NOT WELFARE TO ENCOURAGE STRONGER FAMILIES IMPROVE AND ENFORCE
DOMESTIC VIOLENCE LaWwS 1,000,000 WOMEN A TEST OF OUR NATIONAL
CHARACTER A CHALLENGE WE WILL MEET

D24) CHALLENGE DNC450-30
AMERICA WAS BUILT ON CHALLENGES NOT PROMISES AND WHEN WE WORK TOGETHER
TOMEET THEM WE NEVER FAIL TN THIS PLACE OUR RESPONSIBILITY BEGINS
WITH BALANCING THE BUDGET IN A WAY THAT IS FAIR TO ALL AMERICANS TO
PRESERVE THE BASIC PROTECTIONS OF MEDICARE AND MEDICAID 1 AM READY TO
MEET TOMORROW AND GIVE THE AMERICAN PEOPLE THEIR BALANCED BUDGET A TAX
CUT LOWER INTEREST RATES AND A BRIGHTER FUTURE WE SHOULD DO THAT NOW
~AND MAKE PERMANENT DEFICITS YESTERDAY'S LEGACY

D253 WELFARE DNC470-30
FAMILIES DESTROYED CHILDREN'S DREAMS LOST THE LEGACY OF OUR PRESENT
WELFARE SYSTEM THE PRESIDENT'S PLAN INCREASE CHILD SUPPORT ENFORCEMENT
REDUCE TEEN PREGNANCY WORK REQUIREMENTS FOR WELFARE RECIPIENTS STRICT
TIME LIMITS ON WELFARE BENEFITS TEACH VALUES IN OUR SCHOOLS NO WORK NO
WELFARE RESCUE CHILDREN FROM THE DESTRUCTIVE WELFARE SYSTEM WE CAN
MAKE REAL WELFARE REFORM A REALITY IN THE LIVES OF THE AMERICAN PEOPLE

85 |
ATTAC

mﬂ_ofmz




- N ——
SIS L SR LB A

Aondt WolF B,

R gt

L Ry R

Tt .y

86




Audit Report on EXHIBIT #6
Clinton/Gore ‘96 Primary Committee, Inc. Page 1 of 1

RNC AD DS060 “MORE”

DID YOU KNOW THE'RE OVER 5 MILLION ILLEGAL IMMIGRANTS IN THE U.S. AND

THAT YOU SPEND 5 % BILLION DOLLARS A YEAR TO SUPPORT THEM WITH WELFARE
FOOD STAMPS AND OTHER SERVICES UNDER PRESIDENT CLINTON SPENDING ON
ILLEGALS HAS GONE UP WHILE WAGES FOR THE TYPICAL AMERICAN WORKER HAVE
GONE DOWN AND WHEN EFFORTS WERE MADE TO STOP GIVING BENEFITS TO ILLEGAL
IMMIGRANTS BILL CLINTON OPPOSED THEM TELL PRESIDENT CLINTON TO STOP GIVING
BENEFITS TO ILLEGALS AND END WASTEFUL WASHINGTON SPENDING
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

EXIT CONFERENCE MEMORANDUM
OF THE AUDIT DIVISION ON THE
CLINTON/GORE ‘96 PRIMARY COMMITTEE, INC.
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In addition to a review of the committee’s expenditures to determine the qualified
and non-qualified campaign expenses incurred by the campaign, the audit covered the
following general categories:

z
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1. The receipt of contributions or loans in excess of the statutory
s limitations (see Finding I.A.);

2. the receipt of contributions from prohibited sources, such as those
from corporations or labor organizations;

3. proper disclosure of contributions from individuals, political
committees and other entities, to include the itemization of
contributions when required, as well as the completeness and accuracy
of the information disclosed;

4, proper disclosure of disbursements including the itemization of
disbursements when required, as well as, the completeness and
accuracy of the information disclosed;

5. proper disclosure of campaign debts and obligations;

6. the accuracy of total reported receipts, disbursements and cash
balances as compared to campaign bank records;

7. adequate recordkeeping for campaign transactions;

8. accuracy of the Statement of Net Qutstanding Campaign Obligations
filed by the Clinton/Gore ‘96 Primary Committee, Inc. (the Primary
Committee) to disclose its financial condition and to establish
continuing matching fund entitlement (see Finding IIL.E.);

i .




9. the Primary Committee’s compliance with spending limitations (see
Finding I11.D.); and

10. other audit procedures that were deemed necessary in the situation.
As part of the Commission’s standard audit process, an inventory of campaign

records is normally conducted prior to the audit fieldwork. This inventory is conducted
to determine if the auditee’s records are materially complete and in an auditable state.

The inventory began on January 6, 1997. Due to the unavailability of records, the

Audit staff suspended fieldwork on January 22, 1997. Prior to leaving, an itemized list of
; records needed was provided to the Primary Committee. These records, consisting of:
i bank statements and enclosures for three campaign depositories; check registers for

certain operating and payroll accounts; records relative to in-kind contributions,
campaign travel, campaign materials, Primary Committee credit cards, media placements,
public opinion polls, fundraising, event and allocation codes; workpapers detailing FEC
report preparation and components for the Statement of Net Outstanding Campaign
Obligations; copies of all Primary Committee contracts/agreements; copies of IRS forms
940 and 941; a listing of key personnel, including positions and responsibilities; and,
Computerized Magnetic Media for disbursements were initially requested in writing
during the period January 7, 1997 through January 22, 1997.

In a letter dated January 29, 1997, the Primary Committee was notified that the
records were to be made available on or before February 21, 1997; with respect to records
not made available, the Commission would issue subpoenas for production of the records
not only to the Primary Committee, but also to vendors, banks or any other persons in
possession of relevant materials. In addition, the Audit staff identified records that, at a
minimum, had to be made available before ficldwork could resume.

In addition, on January 8, 1997, the Audit staff was instructed that all requests for
vendor files would be directed to a designated staff person and that such requests would
be limited to documentation associated with a block of no more than 500 checks (e.g.,
check numbers 1000 - 1499). The Audit staff met with Primary Committee
representatives on January 15, 1997 in an attempt to reach a workable solution as to
access. A solution was not reached and Primary Committee counsel was notified that we
were prepared to recommend subpoenas for all verdor files in the event that a reasonable
solution could not be worked out. On February 19, 1997, Audit Division representatives
met with Primary Committee counsel to discuss resuming fieldwork and access to vendor
files. A workable solution as to access was reached.

Audit fieldwork resumed on February 24, 1997. However, the Primary
Committee continued to delay preduction of records. The Audit staff was informed that
attorneys had to review all records prior to them being made availzble to the Audit staff,
In certain instances, the Primary Committee refused to make records available and in
other instances, were not initially accurate as to the existence and/or availability of certain
records requested. Far example, the Primary Committee refused to make available bank
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records pertaining to the bank account maintained by the media vendors who placed and
paid for media buys on behalf of the Primary Committee (see Finding IT1.A.). With
respect to certain electronic spreadsheets for fundraising and/or legal and accounting
allocations, as well as other computerized records, Primary Committee representatives
stated on numerous occasions that such records could not or would not be made available
in a computerized format. When continuing to inquire why these records could not be
made available in a computerized format, the Audit staff was informed by the Primary
Committee’s accountant that the Primary Committee’s Chief Counsel, had said that
computerized records were not to be made available to the Audit staff. The Audit staff
made repeated attempts to meet with Counsel, however, no such meeting was ever
scheduled. Near the end of fieldwork, in 1998, certain electronic spreadsheet records
were eventually provided.

As aresult, during the period May 28, 1997 through February 3, 1998, the Audit
staff requested the Office of General Counse] to prepare subpoenas for the production of
records. The Commission issued 22 subpoenas to either the Primary Committee or
respective vendors in order to obtain records generally made available to the Audit staff
at the beginning of fieldwork."

It is the opinion of the Audit staff that the delays in production of records by the
Primary Commuittee resulted in wasting numerous staff hours which directly delayed the
completion of the audit fieldwork a minimum of four months.

Accordingly, the scope of work performed was limited due to delays encountered
in obtaining records necessary to perform the audit. Certain findings in the Memorandum
will be supplemented with information obtained by sources other than the Primary
Committee, and be presented in the audit report considered by the Commission at a later
date.

Unless specifically discussed below, no material non-compliance was detected. It
should be noted that the Commission may pursue further any of the matters discussed in
this memorandum in an enforcement action.

Records concerning payments made by the Primary Committee’s media vendors on behalf of the
Democratic Naticnal Committee are not in this category.
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Section 441b(a) of Title 2 of the United States Code states, in part, that it
is unlawful for any corporation to make a contribution in connection with any election for
Federal office.

Section 116.3(a) of Title 11 of the Code of Federal Regulations states that
a commercial vendor that is not a corporation may extend credit to a candidate, a political
committee or another person on behalf of a candidate or political committee. An
extension of credit will not be considered a contribution to the candidate or political
committee prowded that the credit is extended in the ordinary course of the commercial
vendor’s business and the terms are substantially similar to extensions of credit to
nonpolitical debtors that are of similar risk a1d size of obligation. Section 116.3(b) of
Title 11 of the Code of Federal Regulations itates that a corporation in its capacity as
commercial vendor may extend to a candidate, a political committee or another person on
behalf of a candidate or political committee provided that the credit extended in the
ordinary course of the corporation’s business and the terms are substantially similar to
extensions of credit to nonpolitical debtors that are of similar risk and size of obligation.

Section 116.3(c) of Title 11 of the Code of Federal Regulations states that
in determining whether credit was extended in the ordinary course of business, the
Commission will consider: (1) whether the commercial vendor foilowed its established
procedures and its past practice in approving the extension of credit; (2) whether the
commercial vendor received prompt payment in full if it previously extended credit to the
same candidate or political committee; and (3) whether the extension of credit conformed
to the usual and normal practice in the commercial vendor’s trade or industry,

During our review of szlected Primary Committee disbursements, the
Audit staff noted that on Octobe s 28, 1996, the Primary Comurnittee made three payments
to the polling firm of Penn -+ Sciioen Associates, Inc. (Penn + Schoen) which included
reimbursements for travel expenses, totaling $74,970, incurred by Mark Penn, Douglas
Schoen and Jill Kavfman between May 4, 1995 and June 30, 1996. The invoices were
dated October 28, 1996, and were also stamped by the Primary Committee as being
received on October 28, 1996.

The Primary Committee paid approximately 51.8 million (16 payments) to
Penn + Schoen, the Primary Committee’s main polling firm, during the pericd covered by
this audit. It appears that other payments to this vendor were made in a timely manner.
The Audit staff was unable to determine if Penn -+ Schoen followed its established
procedures and its past practices relative to this extension of credit nor were we able to
determine whether the extension of credit conformed to the usual and normal practice in
the vendor’s industry. The reimbursement policy in Penn + Schoen’s consulting
agreement makes no mention as to time frames for the billing and payment of travel
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expenses. According to a Dun + Bradstreet Public Record Search, Penn, Schoen +
Berland Associates, Inc. (former name: Penn + Schoen Associates, Inc.), was
incorporated in the state of New York on October 30, 1984 and was still active as of
January 17, 1998.

The Primary Committee provided documentation in the form of an
affidavit from Rick Joseph who is the Controller at Penn + Schoen. He is responsible for
preparing and sending invoices to clients for services rendered and expenses incurred.
Mr. Joseph states the Controller position was vacant for approximately four months prior
to his employment (September 3, 1996) and that due to inadequate staffing, during this
vacancy, Penn + Schoen did not regularly bill its clients for invoices that required
research or back-up documentation. Mr Joseph states further that soon after his
employment, he discovered that invoices for travel expenses incurred between May, 1995
and June, 1996, on behalf of Clinton/Gore ‘96 Primary Committee, Inc. had either not
been invoiced to the Primary Committee or were invoiced, but lacked the correct back-up
documentation. The Controller continues by stating that while the position of Controller
was vacant an accounting assistant forwarded ten invoices to the Primary Committee
totaling $45,331, for travel dating back to May, 1995, however, Penn + Schoen was
notified by the Primary Committee that these invoices did not contain all the necessary
back-up documentation. During August - September, 1996, as requested by the Primary
Committee, Penn + Schoen continued to provide additional documentation to support its
reimbursement requests. The Controller states that he rebilled thz Primary Committee on
October 28, 1996 for $37,548 to comply with the Primary Committee’s travel
reimbursement policies. Penn + Schoen was reimbursed for this amount on October 28,
1996. Mr. Joseph states that he sent an invoice on October 4, 1996 to the Primary
Committee for the amounts of $32,037 and $16,605 with back-up receipts for Mark
Penn’s and Douglas Schoen’s trave] dating back to January 1, 1996. These invoices were
revised on October 28, 1996 to comply with the Primary Committee’s travel
reimbursement policies. The Primary Committee reimbursed Penn + Schoen for the
amounts of $30,262 and $14,830 on October 28, 1996.

: Neither Mr. Joseph nor Penn + Schoen provided an explanation as to why
the Primary Committee was not billed for travel expenses incurred May, 1995 through
April, 1996. The period of time preceded the four month period that the Controller
position was vacant. Further, Penn + Schoen did not include documentation of other
clients who were not bilied on a regular basis.

Recommendation #1

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the Primary Committee provide additional decumentation or any other
comments to demonstrate that the credit extended ($74,970 in travel expenses incurred)
by the above vendor was in the normal course of its business, including statements from
the vendor and did not represent a prohibited contribution. The information provided
should include examples of other customers or clients of similar size and risk for which
similar services have been provided and similar billing arranigements have been used.
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Also, information concerning billing policies for similar clients and work, advance
payment policies, debt collection policies, and billing cycles should be included.

k.

Section 441a (a)(2){A) of Title 2 of the United States Code states in part
that no multicandidate political committee shall make contributions to any candidate and
his authorized political committees with respect to any election to Federal office which,
in the aggregate, exceed $5,000. Section 441a (a)(7)(B) states that expenditures made by
any person in cooperation, consultation, or concert with, or at the request or suggestion
of, a candidate, his authorized political committees, or their agents, shall be considered to
be a contribution to such candidate. The section then states that the financing by any
person of the dissemination, distribution, or republication, in whole or in part, of any
broadcast or any written, graphic, or other form of campaign materials prepared by the
candidate, his campaign committees, or their authorized agents shall be considered to be
an expenditure. The purpose, content and timing of any speech-related expenditure
distinguish coordinated activity that gives rise to a contribution from other interaction.
Express advocacy or an electioneering message is not required for expenditures
coordinated with candidates and their campaigns to be considered contributions.

Section 441a(d) of Title 2 of the United States Code provides that the
national committee of a political party may make a limited amount of “coordinated party
expenditures” in connection with the general election campaign of its Presidential
candidate that are not subject to, and do not count toward, the contribution and
expenditure limitations at 2 U.S.C. §§441a(a) and (b) including the expenditure limitation
for publicly-funded candidates. See also 11 CFR §110.7(a)(6). A coordinated party
expenditure in excess of the 2 U.S.C. §441a(d)(2) limitations would be subject to the
contribution limitations.

In determining whether specific communications paid for by parties were
coordinated expenditures subject to the 2 U.S.C. §441a(d) limitations, the Commission
has considered whether the communication refers to a “clearly identified candidate” and
contains an “electioneering message” in Advisory Opinions (“*A0”) 1984-15 and 1985-
14. Section 431(18) of Title 2 of the United States Code defines the term “clearly
identified” 1o mean that the name of the person involved appears, a photograph or
drawing of the candidate appears; or the identity of the candidate is apparent by
unambiguous reference. In AO 1984-15, the Commission stated that the definition of
“electioneering message” includes statements designed to urge the public to elect a
certain candidate or party, or which would tend to diminish public support for one
candidate and garner support for another candidate. Citing AO 1984-15, the Commission
also stated in AO 1985-14 that “expenditures pursuant to 2 U.S.C. §441a(d) may be made
without consultation or coordination with any candidate and may be made before the
party’s general election candidates are nominated.”
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Section 100.7(a) of Title 11 of the Code of Federal Regulations states, in
part, that a contribution includes a gift, subscription, loan, advance, or deposit of money
or anything of value for the purpose of influencing a Federal election. Anything of value
includes all contributions in-kind.

Section 100.8(a)(1) of Title 11 of the Code of Federal Regulations defines
ap expenditure to include any purchase, payment, distribution, loan, advance, deposit, gift
of money or anything of value, made by any person for the purpose of influencing any
election for federal office. Section 100.8(a)(1)(iv)}(A) of Title 11 of the Code of Federal
Regulations states “anything of value” includes in-kind contributions. Section
104.13(a)(1) and (2) of Titte 11 of the Code of Federal Regulations requires that each in-
kind contribution be reported as both a contribution and an expenditure.

Section 441a(f) of Title 2 of the United States Code prohibits candidates
or political committees from knowingly accepting any contribution that violates the
contribution limitations.

Section 9032.9 of Title 11 of the Code of Federal Regulations defines a
qualified campaign expense as a purchase, payment, distribution, loan, advance, deposit,
or gift of money or anything of value that is:

e . incurred by or on behalf of a candidate or his or her authorized committee
from the date the individual becomes a candidate through the last day of the
candidate’s eligibility;

¢ made in connection with his or her campaign for nomination; and,

o neither the incurrence nor payment of which constitutes a violation of any law
of the United States or of any law of any State in which the expense is
incurred or paid.

An expenditure is made on behalf of a candidate, including a Vice
Presidential candidate, if it is made by:

« an authorized committee or any other agent of the candidate for the purpose of
making an expenditure;

e any person authorized or requested by the candidate, an authorized committee
of the candidate, or an agent of the candidate to make the expenditure; or

e acommittee which has been requested by the candidate, by an authorized
committee of the candidate, or by an agent of the candidate to make the
expenditure, even though such committee is not authorized in writing.

Section 9034.4(e) of Title 11 of the Code of Federal Regulations provides
the following rules that apply to candidates who receive public funding in both the
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primary and general election. Any expenditure for goods or services that are used
exclusively for the primary election campaign are attributed to the primary committee’s
expenditure limits; any expenditure for goods or services that are used exclusively for the
general election campaign are attributed to the general election limits. The costs of a
campaign communication that does not include a solicitation are attributed based on the
date on which the communication is broadcast, published or mailed. Media production
costs for media communications that are broadcast or published both before and after the
date of the candidate’s nomination are attributed 50% to the primary election limits and
50% to the general election limits. Distribution costs, including such costs as air time
and advertiising space in newspapers, shall be paid for 100% by the primary or general
election campaign depending on when the communication is broadcast or distributed.
The relevant date for determining whether an expense is for the primary or general
election is the candidate’s date of nomination.

Section 9035.1(a)(1) of Title 11 of the Code of Federal Regulations, states,
in part, that no candidate or his authorized committees shall knowingly incur
expenditures in connection with the candidate’s campaign for nomination that in the
aggregate exceed $10,000,000 as adjusted under 2 U.S.C. §441a(c).

Section 441a(b) and (c) of Title 2 of the United States Code makes
publicly-funded candidates subject to expenditure limitations. Section 9033(b)(1) of Title
26 of the United States Code requires that, to be eligible to receive public financing in the
primary election, a candidate must certify to the Commission that, inter alia, he or she
and his or her authorized committees will not incur qualified campaign expenses in
excess of the expenditure limitation. Section 441a(f) of Title 2 of the United States Code
prohibits candidates or political committees from knowingly making expenditures in
violation of the primary election expenditure limitation at 2 U.S.C. §441a(b).

BACKGROUND

During the audit fieldwork, the Audit staff requested station documentation and
VHS formatted tapes for all media ads placed on behalf of the Primary Committee by its
media vendor. Further, the Audit staff requested bank statements, including all
enclosures, for all bank accounts maintained by the media vendor and used to make
payments for media ads placed on behalf of the Primary Committee.> The Primary
Committee stated initially that bank statements for the media vendor’s account used to
handle the Primary Committee’s activity, although requested would not be provided to
the Audit staff because the bank account used by the media vendor also contained activity
related to other clients. Subsequently, the Primary Committee provided certain canceled
checks purported to represent checks issued by its media vendor for Primary Committee
media buys; station documentation for certain media flights was also provided.”

For Title 26 audits of primary and general election candidates, these records may also be
examined at the offices of the media firm.

Media flights represent a period of time in which one or more media ads were placed.
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Based on our review of the documentation made available, the Audit staff
determined that the Primary Committee’s media vendors were Squier Knapp Och
Communications (SKO) and November 5 Group, Inc. (Nov 5). Primary Committee
media ads’ that aired in June 1995 through March 1996 were placed by SKO, starting in
May 1996 through August 21, 1996, all Primary Committee media ads were placed by
Nov 5.7 Both SKO and Nov 5 maintained at least one bank account each at the National
Capital Bank of Washington. From these accounts, funds were disbursed to television
stations in payment of media ads on behalf of the Primary Commiittee. Accordingto a
newspaper article (The Washington Post, Sunday, January 4, 1998, A Section) Robert D.
Squier, William N. Knapp, Mark Penn, Douglas Schoen and Dick Morris were each a
partner in Nov 5.

Mr. Squier and Mr. Knapp are partners at SKO, the Primary Committee’s
principal media vendor. Mr. Penn and Mr. Schoen are partners at Penn + Schoen
Associates, Inc. (PSA) the Primary Committee’s polling firm.* Mr. Morris was a media
consuitant.

In addition, the Audit staff noted instances where canceled checks issued by
SKO/Nov 5 contained annotations such as “DNC” or “DEMOCRATIC NATIONAL
COMM/STATE PARTY.” Station documentation (also known as station affidavits)

: issued by the broadcast station contained information such as the date, time, name or
By other reference to ad aired, amount charged for air time, and the television station that
aired an ad, as well as a section that contained the name of the advertiser and product. In
many instances, the advertiser/product section contained references such as “democratic
national committee”, “dnc/clinton gore ‘96" or “dnc.”

On July 2, 1997, the Commission issued subpoenas to the Primary Committee,
SKO, and Nov 5 in order to obtain media reconciliations, station documentation not
previously provided, all bank statements, all canceled checks and debit advices issued by
the media vendor on behalf of the Primary Committee and all deposit tickets/slips and

Throughout this Memorandum, “Primary Committee ad” refers to an advertisement paid for by
the Primary Committee. 1t does not include ads that may be related to the primary election but
were paid for by the DNC or Democratic state party committees.

No Primary Committee media ads were placed during the period August 1995 through February
1996.

It appears that the results of polis, advertising tests and mail tests were used to  develop media
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credit advices associated with the deposit of Primary Committee funds into any
account(s) maintained by SKO or Nov 5.7

Counsel for the Primary Committee responded on behalf of the Primary
Committee, SKO and Nov 5. In response, media reconciliations, all missing station
documentation for flights, and a VHS tape of Primary Committee media ads were made
available for review. SKO and Nov 5’s bank statements and enclosures represented as
specifically related to Primary Committee transactions were also made available.
However, the bank statements contained redactions.

In order to obtain all bank records related to these accounts, the Commission
issued a subpoena to the National Capital Bank of Washington on September 3, 1997, for
all bank statements, enclosures, including canceled checks, deposit items and all debit
and credit advices for the identified accounts maintained and used by SKO and Nov 5.
The period covered was April 1995 through December 31. 1996. The National Capital
Bank of Washington (the Bank) submitted bank statements, and all enclosures which
could be retrieved from the Bank’s records systems for the accounts requested.

On January 16, and 30, 1998, the Commission issued additional subpoenas to
SKO and Nov 5 in order to obtain additional media documentation including media
reconciliations (in electronic format), certain bank records, VHS tapes, and station
documentation for all advertisements paid from the SKO and Nov 5 accounts by or on
behalf of the DNC or any state or local party committee, or was associated in any way
with the DNC or any state or local party committee. The period covered was April 1.
1995 through August 28, 1996.

The Audit staff reviewed all documentation provided by the Primary Committee
and all documentation received as a result of the above subpoenas. Our review found that
during the period June 1995 through August 28, 1996, media ads were placed by SKO
and/or Nov 5, the cost of which was funded directly or indirectly by the Democratic
National Committee (the DNC).8 The cost of the DNC media ads was $42,373,336.°
During the same period Primary Committee media ads were placed by SKO and/or Nov
5, the cost of which ($11,731,101) was funded by the Primary Committee.

Our review also found that the DNC wired funds directly to SKO and/or Nov 5
bank accounts. In addition, the DNC itemized on its FEC reports disbursements of funds
directly to state party committees; once received the state party committees wired funds

! Media reconciliations were prepared by the media firm and contained information such as, client

name, flight date, ad name, broadcast stations used, check number used to pay a specific station,
gross billing, net paid to station, net due to stations, commission charged, amount due from client
and amount received from client.

Audit work performed to prepare this Memorandum did not include an examination of the DNC’s
or state parties’ bank or other internal financiai records. Disclosure reports (DNC/State party
committees) Niled with the FEC were reviewed.

This figure represents the amount due to broadcast stations relative to ads placed and aired
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to either SKO’s or Nov 5’s bank accounts. In the case of one state party committee, the
Pennsylvania Democratic Committee, it was noted that in excess of $4,000,000 was
wired to identified accounts maintained by SKO and Nov 5. Credit advices included with
SKQ’s and Nov 5’s bank statements identified the funds as wire transfers originating
from CoreStates Bank. These credit advices contained the following notation
“CORESTATE PHIL [apparently Philadelphia] ORG=COMMERCIAIL LOAN
HARRISBURG HARRISBURG FIS ORG #0101 PA 00”.!°

The chart below depicts the dates of and amounts due to broadcast stations
relative to the placement of Primary Committee ads and DNC ads'' undertaken by SKO
and/or Nov 5. This information was obtained from media reconciliations prepared by
SKO and/or Nov 5.

10 On February 28, 1998, the Commission issued a subpoena to CoreStates Bank in order to obtain

any and all documentation associated with the apparent commercial loan. To date a satisfaciory
response has not been received.

Throughout this Memorandum, “DNC ad” refers to any advertisement paid for by the DNC or by
any Democratic state party committee. These ads may have been related to the candidate’s
primary or general election campaign.
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Primary Committee Ads DNC Ads
Run Dates Amounts Run Dates Amounts
due to stations due to stations

06/27/95-  $2,034,274

07/24/95
08/16/95-  $15,692,881
03/05/96
03/08/96 - 538,932 03/07/96 - 2,487,795
03/25/96 03/27/96
03/30/96 - 5,021,284
05/03/96
05/04/96 - 1,185,882 05/04/96 - 3,293,351
05/31/96 05/31/96
06/01/96 - 11,169,521
07/09/96
07/09/96 - 7.972,013 07/10/96 - 2,764,251
08/21/96 08/21/96
08/21/96 - 1,944,252
08/29/96
Total $11,731,101 $42,373,336

Initially, during the period June 27, 1995 through July 24, 1995 only Primary
Committee ads were aired. During the period August 16, 1995 through March 5, 1996 no
Primary Committee ads aired; however, nearly $15.7 million was spent by the DNC to
broadcast DNC ads, The next period, March 7, 1996 through March 27, 1996, both
Primary Committee and DNC ads were aired. This pattern continued through August 21,
1996. Only DNC ads aired during the period from August 22, 1996 to August 28, 1996
(the Candidate’s date of ineligibility).

To recap, first only Primary Commiitee ads were run (6/27/95 - 7/24/95), then
only DNC ads (8/16/95 - 3/5/96), followed by both Primary Committee and DNC ads run
(3/16/96 - 8/21/96). Finally, no Primary Committee ads were placed after August 21,
1996; however, during the period August 21, 1996 through August 28, 1996, placement
cost for DNC ads, totaled $1,944,252.

As can be easily identified, two distinct patterns exist. They are: 1) periods of
time when only Primary Committee ads were aired and periods of time when only DNC
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ads were aired; and, 2) perieds of time when both DNC and Primary Committee ads were
aired.

EVIDENCE OF COORDINATION

The items discussed below indicate coordination and cost sharing between the
Primary Committee and the DNC. Documentation with respect to allocations of cost
between the Primary Committee and the DNC has not been reviewed. Therefore, the
Audit staff offers no opinion on the reasonableness of such atlocations.

Shared Production Expenses

On May 8, 1996, SKO invoiced the Primary Committee $10,605.96 for
production expenses related to shoot in Jowa (2/10/96 - 2/11/96), dubbing/shipping costs
and film shoot and travel expenses. Attached to the invoice was a breakdown of expenses
which totaled $21,211.91. These expenses were allocated equally between the Primary
Committee and the DNC. The Primary Committee paid SKO $10,605.96 toward these
expenses. Information is not available at this time with which to verify the DNC’s
payment. On the same date, SKO invoiced the Primary Committee $10,605.68 for
expenses associated with “Shoot footage of Clinton at White House for Video -
‘lowa/New Hampshire’,” Supporting documentation for all related sub-contract expenses
was annotated with the DNC’s account code. The Primary Commiittee paid SKO
$10,605.68 on May 31, 1996

In another instance involving SKO, the Primary Committee was invoiced
$23,076.90 for expenses related to B-roll shoot (2/29/96 - 3/20/96). Attached to the
invoice was a breakdown of expenses, which totaled $46,153.8G. These expenses were
allocated equally between the Primary Committee and the DNC. The Primary Committee
paid SKO $23,076.90. Information is not available at this time with which to verify the
DNC’s payment.

Finally, on September 16, 1996, SKO invoiced the Primary Committee
$15,829.65 for expenses associated with an ad entitled “Nobody”. Supporting
documentation includes an invoice from Interface Video Systems, Inc. for
dubbing/satellite charges totaling $1,215. Of the 5 detailed charges noted on this invoice,
three charges, totaling $984, were annotated C/G and two charges, totaling $231, were
annotated DNC. The SKO invoice included only the Primary Committee’s portion of the
dubbing and satellite charges ($984). The job title line states “ ‘Nobody’ and ‘Them’ / 75
VHS and 23 BCSP/Mike McMillen.” The words “Nobody™ and “Them” were annotated
C/G and DNC respectively.

aArtacmnr . {0
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As discussed below under The TV Ads, the Primary Committee ad
Nobody and the DNC ad Them were exactly the same in audio and video content.? Both
ads ran in August, 1996.

Of the remaining 10 SKO invoices issued to the Primary Committee and
associated with production expenses, all but two contained annotations indicating DNC
related charges.

PLACEMENT OF ADS

Coordination between the Primary Committee and the DNC as evidenced
in the placement of certain ads by Nov 5 was noted during our review.

During the period May 25, 1996 to May 31, 1996, Nov 5 on behalf of the
Primary Committee placed ads totaling $1,101,062. During the same period, Nov 5 on
behalf of the DNC placed ads totaling $563,253. The DNC ads and the Primary
Committee ads were placed with the same 112 broadcast stations. With respect to ads
place with 109 (of the 112) stations, the checks issued by Nov 5 to the stations on behalf
of the DNC or the Primary Committee were in the same amount. For example, during
this period, Nov 5 place ads at the broadcast station WCCO. Nov 5 issued check number
2146 in the amount of $13,855 to the station on behalf of the DNC for ads placed. This
check was annotated “dnc/state party committee”. In addition, Nov 5 issued check
number 2431 in the amount of $13,855 to the same station on behalf of the Primary
Committee for ads placed. However, it should be noted that the media reconciliation for
this period indicated that only $73,049 in ads were placed on behalf of the DNC. In
response to our inquiry, a representative of Nov § stated, “{t]he media buy was scaled
back considerably after the checks were sent to the stations. The stations kept the money
and applied the surplus to the next media buy placed by the DNC. The actual amounts
are reflected in the media reconciliations previously provided to you.”

Even though the DNC’s media flight “was scaled back considerably” the
initial placement of the ads indicates coordination with ads placed on behalf of the
Primary Committee.

Furthermore, for other DNC media flights and Primary Committee media
flights both covering the same time period, Primary Committee and DNC ads were
placed at the same stations, however, the amounts charged by the stations were not
exactly the same with respect to DNC ads versus Primary Committee ads as placed.

Another indicator of coordination between the Primary Committee and the
DNC involves a standard form memorandum for authorization of production and time

" Near the end of each ad a “PAID FOR BY ...” appears superimposed on the video portion, for the

DNC ad the payer is the DNC or a state party organization, for the Primary Committee ad, the

payer is the Primary Committee.
ATTACH.H.ENE
Pago of




15

purchased. One section of this memorandum states “The cost will be allocated

a % for the DNC and % for Clinton/Gore ‘96.” The next line states
“attorneys to determine.” The following individuals were named recipients of this
memorandum: Peter Knight (Primary Committee - Campaign Manager), Ted Carter
(Primary Committee - Chief Operating Officer/Deputy Campaign Manager), Harold Ickes
(then White House Deputy Chief of Staff), B.J. Thornberry (DNC Chief of Staff), Bill
Knapp (Media Consultant, SKO/Nov 3), Jeff King (DNC Finance Division), Doug
Sosnik (White House Political Affairs Director), Brad Marshall (DNC Chief Financial
Officer), Lyn Utrecht (Primary Committee ‘s General Counsel) and Joan Pollitt
(Treasurer - Primary Committee).

One authorization memorandum, dated July 3, 1996, from Harold Ickes
and Doug Sosnik to Jennifer O’ Connor (then Special Assistant to the President)
authorized SKO to produce I spot. Within the section entitled “other” the memorandum
states:

Tobacco *
1) C-G buy - $617,000 - 7/9 - 7/16
2) DNC buy - $1.1 [million] - 7/10 - 7/16
3) dubbing and shipping - c-g - $5,000
4) production - $14,000 - c-g

With respect to allocation, the memorandum states “attomeys to
determine”.

Nov 5 placed Primary Committee ads totaling $468,682 (First Time) and
$915,627 (Hold) during the period July 9, 1996 through July 16, 1996 and July 11, 1996
through July 18, 1996 respectively. Nov 5 placed DNC ads totaling $457,030 during the
period July 10, 1996 through July 16, 1996. The Primary Committee ad “First Time”
addresses children trying smoking for the first time. The DNC ad “Encugh” includes,
among other topics, school anti-drug programs.

In First Time, President Clinton’s stated position to “stop ads that teach
our children to smoke” is contrasted to Dole’s stated position of opposing an FDA limit
on tobacco ads that appeal to children and his position that “cigarettes aren’t necessarily
addictive” and presents to the viewer a choice “Bob Dole or President Clinton who’s
really protecting our children?” The DNC ad, entitled Enough (the audio and video
portion is very similar to DNC ads “Another” and “Increased” which also ran in late June
and early July, 1996) contrasts President Clinton’s stated accomplishments in the areas of
immigration, crime, and scheol anti-drug programs to stated positions attributed to
republicans or Dole/Gingrich such as opposing the protection of U.S. workers from
replacement by foreign workers and the stated consequences of “the Dole Gingrich
budget” such as to repeal 100,000 new police and less funding for school anti-drug
programs. The DNC ad concludes with “only President Clinton’s plan protects our jobs
our values.”

" The Audit staff is not in possession of an ad(s) entitled “tobacco” in VHS format.

ATTACHMENT
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The Primary ad mentions Bob Dole and his views which are contrasted to
President Clinton’s - the DNC ad mentions the Dole Gingrich budget and Dole Gingrich
attempts to cut funding to programs endorsed by President Clinton. The former presents
a stated choice Dole or Clinton, while the DNC ad presents the clear message that “only
President Clinton’s plan protects our jobs our values.” In the opinion of the Audit staff,
both ads are designed to garner public support for a certain candidate, namely President
Clinton and diminish public support for Bob Dole. A detailed discussion of the content
of all 37 DNC ads aired during the primary period is included below.

Another indicator of coordination is contained in an authorization
memorandum from Jennifer O’Connor (then Special Assistant to the President) to Peter
Knight, B.J. Thomberry, Brad Marshall, Ted Carter, Joan Pollitt, Lyn Utrecht and Joe
Sandler (General Counsel of the DNC), with a copy going to Harold Ickes. This
memorandum relates, in part, “Harold has authorized payment of the following
Squier/Knapp/Ochs/ invoices with corresponding authorization forms. Authorization is
to pay only costs which meet the DNC and Re-¢elect policies, including travel policies.”M
The memorandum listed authorizations to purchase both production and air time with
respect to the DNC and the Primary Committee.

P ” I5

In response to an Audit staff inquiry concerning various polls conducted
on behalf of the DNC and the Primary Committee, Mark Penn, as president of PSA,
stated in an affidavit that

“beginning in April 1995 until November 1996, I presented polling
resuits at meetings held at the White House residence, generally on
a weekly basis. The results were presented simultaneously to the
representatives of Clinton/Gore, the White House and the DNC
who were in attendance at these meetings.”

Mr. Penn also states he presented polling results to Senator Chris Dodd
and Donald Fowler, Co-Chairmen of the DNC, at separate briefings.

In response to our inquiry, Joseph E. Sandler, General Counsel of the
DNC, in a letter, dated April 8, 1998, to Lyn Utrecht, General Counsel of the Primary
Committee stated, in part:

“this will respond to your request for information about the
distribution of information from polls conducted by Penn, Schoen
& Berland (formerly known as Penn & Schoen) jointly for the Democratic

1 The Audit staff has not reviewed any of these “policy” documents at this time.

1 The Regulations, at 11 CFR 106.4 - Allocation of Polling Expenses - provides for the sharing of
poll results and allocation of costs related thereto.
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National Committee (“DNC”) and either Clinton/Gore ‘96 Primary
Committee or Clinton/Gore ‘96 General Committee, the costs of
polls have been shared by the DNC and one of the Clinton/Gore
commiittees.

The purpose of these polls, conducted during 1995 and 1996, was

to determine the Democratic Party’s message and political strategy for
purposes both of creating Party communications, including Party-
sponsored media and Party-created campaign materials, and of developing
message and strategy for the field operations run by the state Democratic
Parties, with assistance and partial funding by the DNC, on behalf of the
entire Democratic ticket in the 1996 general election.

1 am advised that, to these ends:

(1) All poll results were made available in full to the DNC’s media
consultants (Squier/Knapp/Ochs, Message Advisors, Sheinkopf &
Associates and Marius Penczner, and November 5 Group) who created
Party issue advertising for the DNC and Democratic state party
committees, advertising which was run in 1995 and 1996.”

In the Audit staff’s opinion, the above items discussed under Produciion,
Ad Placement and Polling demonstrate that coordination between the White House,
DNC, SKO, Nov 5 and the Primary Committee existed with respect to the development
and placement of both Primary Committee and DNC media ads.

THE TV Aps

The information discussed above was gleaned from our review of bank records,
media flight reconciliations for time buys (prepared by SKO or Nov 5), affidavits and
invoices issued by the broadcast stations, internal documents prepared by the Primary
Committee related to the planning and purchase of TV air time, production invoices and
related documents, most of which were obtained as a result of subpoenas issued by the
Commission to SKO and NOV 5 and their bank, and the Primary Committee. Also
obtained via subpoena were video tapes represented to contain all ads placed or run on
behalf of the Primary Committee or the General Committee; video tapes represented to
contain all ads paid for or run on behalf of the DNC or any state or local party committee,
or associated in any way with the DNC or any state or local party committee and related
to any transactions in two bank accounts used by SKO and Nov 5 for the period April 1,
1995 through November 5, 1996. In response to these subpoenas the Audit staff received
a total of 13 video cassettes containing 13 Primary Committee ads, 53 General
Comuittee ads, and 812 DNC ads."

15

In the case of the DNC ads, there appears to be 59 ads which were then duplicated for use by
various state party organizations. The content of the ads used by the various state parties are
identical except for the 2 U.S.C. 441d(a)(3) statement (2.g., paid for by the Ohio Democratic
Party).

ATTACHMENT . I_DE
Page ._J:L_ of




.
it
EES
si

Y
e
£

18 0

As noted in the previous sections, there was apparently coordination between the
DNC and the Primary Committee concerning the production and placement of television -
ads during the period from April 1995 to August 1996. The Final Report of the
Committee on Governmental Affairs, United States Senate ~ Investigation of Illegal or
Improper Activities in Connection with 1996 Federal Election Campaigns (the Senate
Report) provides additional information. According to the report, representatives from
the White House, the DNC, and Clinton/Gore would meet at the White House
approximatel_’y once a week to discuss media, polling, speech writing and policy and issue
positioning.”” In July, 1995, it was first explained that DNC funds would be use to pay
for ads during the primary campaign period. 18 According to testimony provided by
Richard Morris, the General Counsel of the DNC and the General Counsel of the Primary
Committee “Jaid down the rules of what advertisements—of what the content of
advertisements and the timing of the media buys could be in connection with the
Democratic National Committee advertising and in connection with the Clinton-Gore
advertising.”" Finally, Exhibit 5-6 of the Senate Report - a memo for the President, Vice
President, Panetta, Ickes, Lieberman, Lewis and Sosnik only, apparently dated February
22, 1996, sets forth the amount of funds relative to DNC media buys and “CG” media

buys from February 1996 through May 28, 1996. In summarizing the amounts for DNC
and CG buys, this language is included:

“8. Total Clinton Gore Money through May 28: $2.5 mil.

1. Unless Alexander is nominated and we cannot use DNC money
to attack him.

2. If Dole is nominated, we need no additional CG money for
media before May 28 since we can attack Dole with DNC
money

1 Senate Report at page 116, citing Morris deposition, p. 124.

1 According to media records, the DNC ads first ran between 8/18/95-8/31/95.

” Morris deposition, pp. 117-18 as cited in the Senate Report,
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9. Total DNC money now through May 28, $15,733,000”

The placement cost for DNC media buys for the period 2/13/96 through 5/31/96
was about $12 million; the placement cost for Primary Commiitee media buys for the
period 3/8/96 through 5/31/96 was $1.72 million.

Notwithstanding the excerpts from the Senate Report cited above, the evidence
developed during Audit fieldwork, in the Audit staff”s opinion, demonstrates that
coordination existed between the DNC and the Primary Committee concerning the
production of ads and the purchase of broadcast time to air those ads.

Our review of 37 DNC ads made available and which, according to station
invoices and the media firms’ reconciliations of DNC buys, ran during the primary
campaign period indicates that President Clinton, the candidate, was clearly identified in
these ads, and that the ads appeared to convey electioneering messages.

A review of the audio and video portions of each of the 37 DNC ads found that
the candidate in addition to being featured in the video portion of ads is referred to during
the audio portion as “President Clinton”, “the 42nd president”, “the president” - in one
ad, the candidate’s voice is the entire audio portion.

In the case of three separate DNC ads which ran during the period 8-15-96
through 8-28-96, the audio and video content of the DNC ads are exact facsimiles® of
three separate Primary Committee ads (and nearly identical to a fourth) which ran during
the period 8-2-96 through 8-21-96. The ad number, name of ad and text appear at Exhibit
#1. The DNC paid nearly $2.1 million to run these ads (plus one additional - Risky,
discussed below) during the period beginning two weeks prior to the candidate’s
nomination at the convention. In August, 1996, the Primary Committee using its ads
with the same content as the DNC’s, paid $4.1 million to run ad flights containing these
ads.

Two pairs of ads (P11%' REAL TICKET CG13-30 & D795 DOLE/GINGRICH
DNC1228-30; P12 NOBODY CG14-30 &D796 THEM DNC1225-30) raise the question
of who should be in the oval office given the stated consequences “if it were Bob Dole
sitting here [in the Oval Office].” The last pair (P13 BACK CG09-30 & D794 SCHEME
DNC1227-30) conveys to the viewer -“president clinton meeting our challenges bob dole
gambling with our future.” In the Audit staff’s opinion, all of the above ads contain an

1 Near the end of each ad a “PAID FOR BY ...” appears superimposed on the video portion, for the

DNC ads the payer is the DNC or a state party organization, for the Primary Committee ads, the
payer is the Primary Committee.
n This identifier was assigned by the Audit staff to denote a Primary Committee ad (e.g., P1 through
P13); similarly to denote a DNC ad, the Audit staff assigned identifiers D1 through D812,
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electioneering message - the content of each ad is designed to urge the public to elect a
certain candidate - namely President Clinton instead of Bob Dole.

CLINTON'S POSITIONS VS DOLE’S POSITIONS

The Audit staff identified five DNC ads which aired during 1996 in which the
candidate’s position on the budget, Medicare, education, taxes, assault weapons, welfare,
children, the economy is juxtaposed to Dole’s positions or Dole’s legislative record (see
Exhibit #2 for text of ads). Three of the five ads (No, Proof, and Facts) ran between
3/29/96 and 5/3/96 in flights involving $5 million in placement cests to broadcast
stations. The voice-over relates to the viewer “Dole says no to the Clinton’s plans it’s
time to say yes to the Clinton plans yes to America’s families.”

The fourth ad, entitled Economy, discusses the President’s position on jobs,
unemployment benefits, women-owned companies, job training and interest rates and
points out that under “the Dote GOP bill” and “a Dole amendment” these areas of the
economy would suffer. This scenario is then contrasted with information on “today{‘s]”
economy - record construction jobs, lower mortgage rates, new jobs - highlighting “the
President’s plan for a better future.”

The fifth ad in this category, entitled Risky, contrasts the President’s tax cut or tax
proposals which would benefit working families against Dole’s legislative record on
taxes and the purported effect of these taxes on Medicare, education and the environment.
The Economy and Risky ads ran during the period 7/24/96 through 8/28/96 in flights
where the air time charges totaled nearly $4 million (Economy $2.0 million; Risky $1.94
million in same flight with Them mentioned above).

Here again, as was the case in the previous discussion, the viewer is presented
with a choice between two candidates-—the President and his stated accomplishments and
proposals shown as favorable versus Dole and his record as stated and possible
consequences of his positions and proposals.

‘l’ » (43 b2l

The third category of ads classified by the Audit staff involved 12 ads in which
the President’s record and/or positions are compared to the record and/or positions or
proposals represented as associated with “the Dole Gingrich budget plan,” “Dole
Gingrich attack ad,” and “Dole and Gingrich” voting record or proposals. These ads, the
text of which is at Exhibit #3, portrays the President’s stated accomplishments on topics
such as Medicare, education, taxes, environment, budget, and immigration compared to
the attempts and seemingly undesirable effects of actions or proposed actions attributed to
Dole Gingrich. These ads ran in flights which aired during the period from 4/12/96
through 7-19-96 (one ad Table also ran during 1/18/96-2/1/96); the placement cost for
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flights totaled $18 million. Although Dole is “coupled” with Gingrich in these ads,
during this time period Dole was the “presumptive nominee.” The message conveyed to
the viewer is a choice between the President and his policies and Dole.

L] LIS .

During the primary period mainly from 8/16/95 to 1/24/96,%* 13 DNC ads were
aired that discussed President Clinton’s position on topics such as Medicare, education,
taxes, welfare reform, environment, family medical leave, and a balanced budget; the
placement cost for flights during this period containing these ads was $13.35 million.
Against these positions, the stated positions, goals, and consequences of various
proposals tied to “republicans in Congress”, the republican budget, or just “republicans”
are discussed (see Exhibit #4). In 7 of these ads, although not mentioned in the audio
portion by name, Dole is pictured at [east once during the video portion.

The remaining four DNC ads, entitled Dreams, Victims, Challenge, Welfare, are
thematic in nature and present topics such as the President’s college tuition tax cut, the
President’s balanced budget, the President’s plan for welfare reform, and the President’s
plan to address women victims of domestic abuse (see Exhibit #5). Three of the four
DNC ads ran in flights during the period 2/13/96 through 3/27/96; the DNC ad, entitled
Dreams ran 6/12/96 through 6/18/96. President Clinton is featured at least twice in the
video portion of each ad, and “the President’s plan “ or proposals made by the President
are mentioned in the voice-over or audio portion of each ad.

It is the opinion of the Audit staff that, based on information analyzed to date, the
placement of DNC ads was coordinated with the placement of the Primary Commiitee
ads. Further, the DNC ad campaign was developed, implemented, and coordinated with
the Primary Committee. Finally, it is the opinion of the Audit staff that the cost of the
DNC ad campaign, calculated at $46,546,476 (placement costs of $42,373,336 plus
commissions of $4,173,339) using records currently available, should be viewed as an in-
kind contribution to the Primary Committee or the General Committee.

The topic of the cost of DNC ads being viewed as in-kind contributions to the
Primary Committee was discussed briefly at the conference held at the close of audit
fieldwork. The General Counsel of the Primary Committee stated that the Commission’s
regulations and advisory opinions, and court decisions permit issue advertising by the
DNC and strongly disagreed with the Audit staff’s opinion that media ads placed and
aired on behalf of the DNC represent an in-kind contribution to the Primary Comumittee
and applicable to the overall expenditure limitation.

Two DNC ads, entitied Help and Stop, ran between 3/29/96 and 5/31/96.




Recommendation #2

The Audit staff recommends that, within 6@ calendar days of service of this
memorandum, the Primary Committee demo te that the media program described
above does not constitute an in-kind contributioh from the DNC to either the Primary
Committee or the General Committee. onstration shouid include evidence that
the DNC media program was not(coordinated Jvith either the Primary Committee or the
General Committee and that the ads™ai id not contain an'electioneering message.
Absent such a demonstration, the Audit staff will recommend 3 ission
determine that an in-kind contribution in the amount of $46,546,476 has been received by
the Primary Committee or the General Committee. If it is determined that the
contribution was received by the Primary Committee, the amount will be attributed to the
Primary Committee’s spending limitation.

Section 9032.9(a) of Title 11 of the Code of Federal Regulations defines,
in part, a qualified campaign expense as one incurred by or on behalf of the candidate
from the date the individual became a candidate through the last day of the candidate’s
eligibility; made in connection with his or her campaign for nomination.

Section 9033.11(a) of Title 11 of the Code of Federal Regulations states,
in part, that each candidate shall have the burden of proving that disbursements made by
the candidate or his or her authorized committee(s) or persons authorized to make
expenditures on behalf of the candidate or committee(s) are qualified campaign expenses
as defined in 11 CFR 9032.9.

Section 9033.11(b)(1) of Title 11 of the Code of Federal Regulations, in
part, that for disbursements in excess of $200 to a payee, the candidate shall present a
canceled check negotiated by the payee and either: A receipted bill from the payee that
states the purpose of the disbursement; or if such receipt is not available, one of the
following documents generated by the payee: a bill, invoice, or voucher that states the
purpose of the disbursement; or a voucher or contemperaneous memorandum from the
candidate or the committee that states the purpose of the disbursement; or the candidate
or committee may present collateral evidence to document the qualified campaign
expense . Such collateral evidence may include, but is not limited to: Evidence
demonstrating that the expenditure if part of an identifiable program or project which is
otherwise sufficiently documented such as a disbursement which is one of 2 number of
documented disbursements relating to a campaign mailing or to the operation of a
campaign office; or evidence that the disbursement is covered by a pre-established
written campaign committee policy. If the purpose of the disbursement is not stated in
the accompanying documentation, it must be indicated on the canceled check.

Section 9034.4(e)(}) of Title 11 of the Code of Federal Regulations states
that any expenditure for goods or services that are used exclusively for the primary
election campaign shall be attributed to the expenditure limit for the primary. Any
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expenditure for goods or services that are used exclusively for the general election
campaign shall be attributed to the general election limit.

Section 9034.4(e)(3) of Title 11 of the Code of Federal Regulations staies
that overhead expenditures and payroll costs incurred in connection with state or national
campaign offices, shall be attributed according to when the usage occurs or the work is
performed. Expenses for usage of offices or work performed on or before the date of the
candidate’s nomination shall be attributed to the primary election, except for periods
when the office is used only by persons working exclusively on general election
campaign preparations.

Section 9034.4(a) of Title 11 of the Code of Federal Reguiations, states
that all contributions received by an individual from the date he or she becomes a
candidate and all matching payments received by the candidate shall be used only to
defray qualified campaign expenses or to repay loans or otherwise restore funds {(other
than contributions which were received and expended to defray qualified campaign
expenses) which were used to defray qualified campaign expenses.

Section 9034.4(a)(5)(ii) of Title 11 of the Code of Federal Regulations,
states that gifts and monetary bonuses shall be considered qualified campaign expenses,
provided that all monetary bonuses for committee employees and consultants in
recognition for campaign-related activities or services are provided for pursuant to a
written contract made prior to the date of ineligibility and are paid no later than thirty
days after the date of ineligibility.

Section 9034.4(b)(8) of Title 11 of the Code of Federal Regulations, states
that the cost of lost or misplaced items may be considered a nonqualified campaign
expense. Factors considered by the Commission in making this determination shall
include, but not be limited to, whether the committee demonstates that it made
conscientious efforts to safeguard the missing equipment; whether the committee sought
or obtained insurance; the type of equipment involved; and the number and value of items
that were lost.

Section 9034.4(b)(3) of Title 11 of the Code of Federal Reguiations states,
that any expenses incurred after a candidate’s date of ineligibility are not qualified
campaign expenses except to the extent permitted under 11 CFR 9034.4(a)(3). In
addition, any expenses incurred before the candidate’s date of ineligibility for goods and
services to be received after the candidate’s date of ineligibility, or for property, services,
or facilities used to benefit the candidate’s general election campaign, are not qualified
campaign expenses,

Section 9038(b)2)(A) of Title 26 of the United States Code states that if
the Comnmission determines that any amount of any payment made to a candidate from
the matching payment account was used for any purpose other than to defray the qualified
campaign expenses with respect to which such payment was made it shall notify such
candidate of the amount so used, and the candidate shall pay to the Secretary an amount

equal to such amount.
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Section 9038.2(b)(2)(iii) of Title 11 of the Code of Federal Regulations
states that the amount of any repayment sought under this section shall bear the same
ratio to the total amount determined to have been used for non-qualified campaign
expenses as the amount of matching funds certified to the candidate bears to the
candidate’s total deposits, as of 90 days after the candidate’s date of ineligibility.

Section 9038.2(a)(2) of Title 11 of the Code of Federal Regulations states
that the Commission will notify the candidate of any repayment determinations made
under this section as possible, but not later than three years after the close of the matching
payment period. The Commission’s issuance of the audit report to the candidate under 11
CFR §9038.1(d) will constitute notification for purposes of this section.

During our review of vendor files, expenses were noted that
appeared to further the Candidate’s general election campaign for election but were paid
by the Primary Committee. Each is discussed briefly below:

a. Bismarck Enterprises

The Primary Committee paid Bismarck Enterprises
$22,984% for catering services provided on August 29, 1996 at the Democratic National
Convention (the Convention). These services were provided after the Candidate’s date of
ineligibility (August 28, 1996) and therefore are considered a general election expense. It
appears that the Primary Committee is contending that the Candidate’s date of
ineligibility was not until August 29, 1996, the last day of the Convention, because under
Democratic Party rules the nominee for the office of President does not become the
candidate of the Democratic Party of the United States until he or she has completed his
or her acceptance speech to the Convention.?

The Primary Committee provided a letter from Sam
Karatas, Director of Food and Beverage Bismarck Enterprises, which states that the
Primary Committee utilized several suites and banquet facilities during the Convention
on the dates of August 26 through August 29. Mr. Karatas states further that food and
beverages were provided to nineteen suites during this period. He also states that on
August 27, a luncheon buffet was prepared for Mrs. Gore. M. Karatas adds that a small
banquet was also set up in the President’s waiting lounge on August 29 before he went on
the main stage.

B The catering charges inciude equipment rental and gratuities which were pro rated by the Audit

staff based on a percentage of the catering charges for August 29th to the total catering charges.

M The Primary Committee submitted a letter challenging the Commission’s determination that the

candidate’s date of ineligibility is August 28, 1996. The Commitiee argued that the date should be

AﬂguSt 29, 1996. The Commission denied the anary Committee’s request.
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It is the opinion of the Audit staff, that neither Mr. Karatas
nor the Primary Committee has provided documentation or evidence which demonstrates
that the catering services provided on August 29, 1996, the day after the President
received the nomination, were goods and services used exclusively for the Candidate’s
primary election campaign.

b. AT&T Capital Corporation

The Primary Committee entered into a lease agreement
with AT&T Capital Corporation for equipment. The term of the lease was for 18 months
commencing on June 1, 1995. | appears, based on documentation, that the Clinton/Gore
‘96 General Committee, Inc. was to have assumed the lease after the Candidate’s date of
ineligibility (August 28, 1996) through November, 1996. The total lease payments
including saies tax were $422,826. The General Committee’s allocable share was
$94,133% of which the General Commiitee paid only $30,397. The balance, $63,736,
paid by the Primary Committee should have been paid by the General Committee. The
Primary Committee in its response acknowledged that the General Committee should
have paid $93,464, based on its calculation.?® Accordingly, the Audit staff included on
the Primary Committee statement of Net Outstanding Campaign Obligations an account
receivable from the General Committee in the amount of $63,736.

c. Salary and Overhead

The Primary Committee paid salary and overhead
expenses, totaling $340,579, that were incurred subsequent to the Candidate’s date of
ineligibility. For example, the Primary Committee paid all costs associated with the
Little Rock office for the period August 29, 1996 through December 5, 1996. Staff in
this office, according to Committee records, were working on both primary contribution
processing and GELAC contribution processing. These expenses are attributable to the
general election and should have been paid by the General Committee/GELAC pursuant
to 11 CFR 9034.4(e)(3). The Audit staff determined based on our review of the Primary
Committee’s records pertaining to its allocation of salary and overhead that $192,288 in
expenses are attributable to the General Committee and $148,291 to the GELAC. With
respect to that portion of salary and overhead expenses attributable to GELAC
($148,291), it should be noted that the GELAC as of January 31, 1997 reimbursed the
Primary Committee $94,972. Therefore, expenses for salary and overhead, totaling
$53,319 ($148,291 - 94,972), is due the Primary Committee from the GELAC and
$192,288 is due the Primary Committee from the General Committee,

Schedules were provided to the Primary Committee at a
conference held on March 18, 1998. The Primary Committee has nct responded other

5

This amount was darived by pro rating $30,397 for three days in August, 1996 plus $30,397 each
for September, October and November.

% The difference between Audit and the Primary Committee is $669.
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than to state it believes winding downing expenses, consisting of salary and overhead,
should be permissible subsequent to the Candidate’s date of ineligibility.

Recommendation #3

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the Primary Committee provide:

(@)  Withrespect to item 1(a) evidence or documentation that the goods and
services were used exclusively for the Candidate’s primary election
campaign or evidence that the General Committee has reimbursed the
Primary Committee $22,984.

(b)  Withrespect to item 1(b) evidence that the balance, $63,736, paid by the
Primary Committee is not exclusively related to the general campaign or
evidence that the Primary Committee has received a reimbursement from
the General Committee for $63,736.

(c)  Withrespect to item 1(c) documentation which demonstrates that the
expenses for salary and overhead paid by the Primary Committee
subsequent to the Candidates date of ineligiblity represented the cost of
goods and services used exclusively for the Primary election campaign or
evidence that the Primary Committee has received reimbursements from
the General Committee ($192,288) and the GELAC ($53,319).

Absent adequate documentation to demonstrate the expenses at issue were, in fact,
exclusive to the primary election campaign or evidence that the Primary Commitiee has
received reimbursement from the General Committee, totaling $279,008 ($192,288 +
$63,736 + $22,984), and $53,319 from the GELAC, the Audit staff will recommend that
the Commission make a determination that the Primary Committee make a pro-rata
repayment of $105,036 ($332,327 x .316062) to the United States Treasury pursuant to
26 U.S.C. 9038(b)(2).7

a This figure (.316062) represents the Primary Committee’s repayment ratio, as calculated pursuant

to 11 CFR §9038.2(b)(2Xiii).
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2. Apparent Bonps Payments

A consulting agreement was entered into between the Primary
Committee and Morris & Carrick, Inc. (M&C). The effective date of the agreement was
February 1, 1996 through August 30, 1996. M&C billed the Primary Committee on a
monthly basis. In accordance with the agreement, the Primary Committee paid M&C
$15,000 per month.

In addition, M&C billed the Primary Conunittee on August 30,
1996 for an additional $30,000, which the Primary Committee paid on September 30,
1996. The invoice to the Primary Committee was annotated “Remaining Primary
Invoice.” Although the agreement stated it may be further extended, renewed or amended
upon written agreement of the parties, there was no provision in the original agreement or
any amendments to the agreement which covered this billing and/or payment made on
September 30, 1996. A Primary Committee representative stated the vendor performed
extra work than was originally anticipated and, therefore, was paid an additional $30,000.

Subsequently, the Primary Committee submitted a written response
which stated that the $30,000 payment was actually owed by the General Committee, not
the Primary Committee. M&C was actually owed a total of $95,000 under the General
Committee contract, but was only paid $65,000 on October 10, 1996 by the General
Committee. Further, the Primary Committee states because M&C mistakenly billed the
$30,000 to the Primary Committee, committee staff paid the invoice as directed.
Although the Primary Committee stated a copy of the “misdirected invoice” was included
with its response, it was not. Finally, the Primary Committee states that the General
Committee will reimburse the Primary Committee $30,000, representing the amount paid
and owed to M&C.

In support of its current position, the Primary Committee provided
a copy of a consulting agreement between M&C and the General Commiittee. This copy
was not signed by either party.28 Subsequently, the Primary Committee made available a
copy of the “misdirected invoice.”

The unsigned agreement between the General Committee and
M&C specified an effective date of Angust 30, 1996 and a termination date of November
30, 1996. It further states M&C was to be paid $95,000 within 30 days of execution of
the agreement.

Since the General Committee’s agreement appears to be effective
as of August 30, 1996, it is unclear why M&C would mistakenly issue an invoice on the
same date and for only $30,000, when, in fact, the entire amount ($95,000) to be paid,

» The Primary censulting agreement is signed by the Primary Committee and M&C.
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pursuant to the agreement, was due within 30 days of execution. On September 30, 1996,
when M&C did directly issue an invoice to the General Commiittee, it was for only
$65,000.

It is the opinion of the Audit staff that, based on the information
provided to date, that the $30,000 invoice was not intended for the General Committee.
Further, the payment appears to represent a bonus that was not provided for in its
agreement with the Primary Committee and was not paid within the time period provided
at 11 CFR 9034.4(a)(5)(i).

Recommendation #4

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the Primary Committee provide a copy of the executed contract (signed by
all parties and dated) between the General Committee and Morris & Carrick. In addition,
a signed statement from M & C which explains in detail why M & C billed the Primary
Committee for $30,000 on August 30, 1996, when the Primary Committee obligations
under its contract were fulfilled.

Absent adequate documentation to demonstrate the expenses at issue were, in fact
qualified campaign expenses, the Audit staff will recommend that the Commission make
a determination that the Primary Comunittee make a pro-rata repayment of $9,482
(830,000 x .316062) to the United States Treasury pursuant to 11 CFR §9038.2(b)(2).

C.

Section 441a(a)(2)(A) of Title 2 of the United States Code states that no
multicandidate political committee shall make contributions to any candidate and his
authorized political committees with respect to any election for Federal office which, in
the aggregate, exceed $5,000.

Section 441a(a)(7)(B)(i) of Title 2 of the United States Code states that
expenditures made by any person in cooperation, consuitation, or concert, with, or at the
request or suggestion of, a candidate, his authorized political committees, or their agents,
shall be considered to be contribution to such candidate.

Section 100.7(a)(1) of Title 11 of the Code of Federal Regulations states,
in part, that the term contribution includes the following payments, services or other
things of value: a gift, subscription, loan advance or deposit of money or anything of
value made by any person for the purpose of influencing any election for Federal office.
Section 100.7(a)(1)(ii)(A) of Tittle 11 of the Code of Federal Regulations states that for
purposes of 11 CFR 100.7(a)(1), the term anything of value includes all in-kind
contributions. Unless specifically exempted under 11 CFR 100.7(b), the provision of any
goods or services is a contribution.

The Primary Committee made payments to the Sheraton New York Hotel
& Towers (the Sheraton) totaling $252,555. One of the payments was a wire transfer on
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January 4, 1996 in amount of $134,739, which appeared to represent a deposit. In
addition, the Primary Committee received and paid an estimated bill for an event in the

amount of $117,816.

In response to the Audit staff’s inquiry, the Primsary Committee provided
the following chronology regarding the payments made to the Sheraton. The payment of
$134,739 pertained to an event scheduled to occur in January, 1996. This event was
subsequently canceled. The Sheraton sent the Primary Committee a refund of
$103,260; a cancellation fee of $31,479 was charged. This event was then rescheduled
to February 15, 1996. On February 8, 1996, a $117,816 payment was made to the
Sheraton for the February 15, 1996 event. Finally, the Primary Committee stated the
DNC invited some of its donors to the event, and based on the number of DNC attendees
and the expenses incurred by DNC staff, the DNC paid $19,832. The Primary Committee
provided a copy of an invoice issued by the Sheraton to the Primary Commiitee, dated
March 8, 1996, in the amount of $142,322 plus a copy of an estimated bill issued by the
Sheraton to the DNC for $19,832.

Costs itemized on the DNC’s estimated bill were: dinner ($13,200), floral
($446), linen ($185), stanchions, ropes, pipe and drape, ($220), Clinton-Gore/DNC office
rental ($610), Clinton-Gore/DNC office phone/fax/printer ($671), and sleeping rooms
(84,500). Comparison of the charges listed on the Primary Committee’s invoice versus
the charges listed on the estimated DNC bill, revealed that except for dinners ($$13,200)
i floral ($446) and linen ($185), the remaining categories of itemized charges on the
DNC’s estimated bill do not appear on the Primary Committee’s invoice — the Primary
Committee’s invoice apparently represents all charges billed by the Sheraton for the
event. The expenses representing the difference, $6,001 ($19,832 - 13,831) appear to be
related to the event, even though not included on the Sheraton’s March 8, 1996 invoice.
Consequently, absent additional documentation, the Audit staff cannot determine how, or
if, expenses totaling $10,675 ,30 as reflected on the Sheraton’s invoice issued to the
Primary Committee were paid.

The cost of the event appears to be a qualified campaign expense; the
Sheraton invoice references a “Clinton/Gore ‘96 Reception/Dinner.” Further, this event
does not appear to represent a joint fundraising effort in which the DNC could have been
a participant. Absent documentation demonstrating that the expenses paid by the DNC
are expenses NOT in connection with the candidate’s campaign for nomination, the Audit

» A copy of the refund check was provided.

Apparent total cost of event, $142,322 less $117,816 paid by the Primary Committee, less $13,831
paid by the DNC which can be associated with charges reflected on the invoice for the event.
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staff considers the amount paid by the DNC to be an in-kind contribution. Further, the
value of the apparent in-kind contribution ($19,832) has been added to the amount of
expenditures subject to the overall limitation,

Recommendation #5

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the Primary Committee provide:

a) The final invoice issued by the Sheraton to the DNC;

b) an explanation as to the method used to “allocate” the costs of the event
between the Primary Committee and the DNC, along with documentation

e to support that “allocation” ratio used;

i ¢}  decumentation, in the form of canceled check(s) that demonstrates the

i $10,675 in event expenses were paid;

HE

n_ d) documentation to show how the expenses paid by the DNC are expenses
not in connection with the candidate’s campaign for nomination, and thus

not an in-kind contribution to the Primary Committee.
fi D.  EXPENDITURE LIMITATION

Sections 441a(b)(1)(A) and (c) of Title 2 of the United States Code state,
in part, that no candidate for the office of President of the United States who is eligibie
under section 9033 to receive payments from the Secretary of the Treasury may make
expenditures in excess of $10,000,000 in the campaign for nomination for election to
such office as adjusted by the Consumer Price Index published each year by the Bureau
of Labor Statistics of the Department of Labor.

Section 9035(a) of Title 26 of the Internal Revenue Code states, in part,
that no candidate shall knowingly incur qualified campaign expenses in excess of the
expenditure limitaticn applicable under section 441a (b)(1)(A) of Title 2.

Section 9032.9(a) of Title 11 of the Code of Federal Regulations states, in
part, that a qualified campaign expense is one incurred by or on behalf of the candidate
from the date the individual became a candidate through the last day of the candidate’s
eligibility; made in connection with his campaign for nomination; and neither the
incurrence nor the payment of which constitutes a violation of any law of the United
States or the State in which the expense is incurred or paid.

Sections 9033.11(a) and (b)(2)(A) of Title 11 of the Code of Federal
Regulations state, in part, that each candidate shall have the burden of proving that
disbursements made by the candidate or his authorized committee are qualified campaign
expenses as defined in 11 CFR 9032.9. For disbursements in excess of $200 to a payee,
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the candidate shall present a canceled check negotiated by the payee and either a bill, an
invoice or voucher from the payee stating the purpose of the disbursement.

Sections 9034 .4(e)(5) of Title 26 of the Cade of Federal Regulations
states, in relevant part, that the production costs for media communications that are
broadcast both before and after the date of the candidate’s nomination shall be attributed
50% to the primary limitation and 50% to the general election limitation.

Sections 9038.2(b)(2)(i)(A) and (ii)(A) of Title 11 of the Code of Federal
Regulations state, in part, that the Commission may determine that amount(s) of any
payments made to a candidate from the matching payment account were used for the
purposes other than to defray qualified campaign expenses. Further, an example of a
Commission repayment determination under paragraph (b)(2) includes determinations
that a candidate, a candidate’s authorized committee(s) or agents have made expenditures
in excess of the limitations set forth in 11 CFR 9035.

‘ Section 9038.2(b)(2)(iii) of Title 11 of the Code of Federal Regulations
states, in part, that the amount of any repayment under this section shall bear the same
ratio to the total amount determined to have been used for non qualified campaign
expenses as the amount of matching funds certified to the candidate bears to the
candidate’s total deposits, as of 90 days after the candidate’s date of ineligibility.

The expenditure limitation for the 1996 Primary election for nomination
for the office of President of the United States was $30,910,000.

From its inception through December 31, 1997 the Primary Committee
reported net operating expenditures (subject to the limitation) of $3¢,727,701.

Our analysis of expenditures subject to the limit indicated, based on
information made available during fieldwork, that the limitation had been exceeded by
$46,067,914.

Certain adjustments made by the Audit staff to reported expenditures
subject to the limitation are detailed below,

" \dditional E i Considercd E Logal and
Accounting

Based on a review of the Primary Committee’s expense printouts
and work sheets, it was determined that there were additional expenses as well as other
headquarter departments that were entitled to the compliance exemption. The total
amount of expenditures that were considered exempt legal and accounting is $363,653.
This amount will be subtracted from expenditures subject to the limit pending
amendments to be filed by the Primary Commitiee.
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The Primary Committee allocated as 100% exempt compliance all
expenses incurred in the legal and matching fund cost group. Legal and accounting
expenses incurred solely for the purpose of ensuring compliance with the Federal
Election Campaign Act do not count against the overall expenditure limitation. In
addition, costs associated with the preparation of matching fund submissions are
considered exempt legal and accounting. However, “costs associated with the preparation
of matching fund submissions” does not include data entry or batching contributions for
deposit. Likewise, the cost of legal services, including the review and enforcement of
committee contracts, is not viewed as 100% exempt compliance. The Primary
Committee did not charge any of these expenses to the expenditure limitation.

The Primary Committee’s contributions were processed in its Little
Rock, Arkansas Headquarters. The contribution process included not only those
activities that relate to the preparation of matching fund submissions, but also included
data entry and batching of contributions for deposit. Its legal department performed
duties such as negotiating contracts as well as the collection of rent due from a tenant,
both of which are not related solely to ensuring compliance with the Act.

473
0%

In response, the Primary Committee states “{t]he Committee has
allocated 100% of staff attorney Ken Stern’s time to accounting since he primarily
provided services not directly related to compliance.” In addition, the response states that
“other staff attorneys were assigned to compliance activities with minimal time
committed to other services.”

With respect to the Matching Fund Submission Department, the
Primary Committee stated that “all of the costs ailocated by the Committee to Department
145 [Matching Fund Department] were related to processing contributions.” The Primary
Committee submitted a calculation for staff who performed data entry, batch processing
i and other duties unrelated to matching funds. The Primary Committee calculated 17.33%
| of the duties performed by Matching Fund Submission staff related to accounting.

The Primary Committee appears to concur with the Audit staff that

the legal department and the matching fund department were not performing 100%
; exempt activities. However, the Financial Control and Compliance manual provides that
\ each allocable cost group must be allocated by a single method on a consistent basis. The
Primary Committee may not allocate costs within a particular group by different methods,
‘ such as allocating the payroll of some individuals by the standard 10 percent method, and
other individuals by a committee-developed percentage supported by records indicating
the functions and duties of the individuals. However, different cost groups may be
allocated by different methods.

Therefore, it is the opinion of the Audit staff, that an 85% exempt
legal and accounting allocation for the legal department and the matching fund
department is a reasonable and consistent method of allocating the activities in these cost
groups. This allocation will add $395,187 to the overall expenditure limitation.

ATTA {0
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The Committee allocated costs associated with its headquarter
departments either 100%, 85% or 5% to exempt legal and accounting and the remainder,
was allocated to operating expenditures. Therefore to insure the accuracy of the
calculation of expenditures subject to the limit, if an asset or service when purchased or
provided was allocated 85% to exempt legal and accounting and 15% to operating, the
proceeds from the sale of that asset or a refund related to that service should be credited
85% exempt legal and accounting and the remaining 15% to operating. During our
review of refunds and rebates received by the Primary Committee, it was determined that
certain amounts were offset 100% against the overall expenditure limitation. The correct
allocation of refunds and rebates will add $170,857 to the overall expenditure limitation.

a. Salary and Overhead

The GELAC paid the Primary Committee $151,757 for
salary and overhead of Primary Committee staff who worked on GELAC activities prior
to the Candidate’s date of ineligibility. However, except for the periods when the office
is staffed only by persons working exclusively on general election campaign preparations
are such expenses considered a general election expense. Expenses for salary and
overhead that were allocated between the Primary Committee and the GELAC were not
exclusively general election in nature, and therefore were primary expenses. Based on
our review of GELAC documentation, we determined that $62,879 in salary and
overhead expenses were associated with staff working exclusively on GELAC.
Accordingly, the Primary should reimburse the GELAC $88,878 ($151,757 - $62,879).
Of this amount ($88,878) only $23,033 was applied by the Primary Committee as an
offset to expenditures subject to the limitation. Therefore, the Audit staff has added
$23,033 to the overall expenditure limitation.

b. Sublease Payments

The Primary Committee paid rent to 1100 21st Association
Ltd. Partnership for the months of July and August. The General Committee paid rent for
office space for the remaining months of September through November. During the lease
period the Primary Committee subleased a portion of its office space to the firm
Dickstein, Shapiro, Morin & Oshinsky LLP (DS). The sublease rent payments, totaling
$76,716, were deposited into the Primary Committee’s account and subsequently offset
against expenditures subject to the limitation. The Audit staff calculated that the Primary
Committee owes the General Committee $39,451.>" The Primary Commiitee in its

3 This amount was derived by pro rating $14,033 for three days in August, 1996 plus $14,033 each

for September, October, and November less the amount of rent ($4,007) paid by the Primary
Committee which should have been paid by the General Committee for the period 8/29/96-

8/31/96.
A'r:mm%r __%.
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response calculated that the Primary Committee owed the General Committee $43,005.
However, the Primary Committee did not consider in its calculation rent that the General
Committee should have paid for August 29 - 31. This will add $39,451 to the overall
expenditure limitation.

Shown below is the calculation of the expenditures subject
to the limit:.
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CLINTON/GORE '96 PRIMARY COMMITTEE, INC.
ANALYSIS OF EXPENDITURES SUBJECT TO LIMITATION

AMOUNT REPORTED BY THE COMMITTEE AT DECEMBER 31, 1997 30,727,701
LESS:
N ADDITIONAL HEADQUARTER DEPARTMENTS AND EXPENDITURES $363,668 A/
- CONSIDERED EXEMPT LEGAL AND ACCOUNTING
i FOR AMENDMENTS TC BE FILED
#%3
bt
: EXPENDITURES SUBJECT TO THE LIMIT PENDING $30,364,033
£ AMENDMENTS TO BE FILED
(v
555;_3 ADD:
DEBTS OWED BY THE COMMITTEE AT DECEMBER 31, 1997 $104,759 B/
?“‘ 15% FOR LEGAL DEPARTMENT AND MATCHING FUND DEPARTMENT $395,187 C/
NOT CONSIDERED 180% EXEMPT COMPLIANCE
REFUNDS, REBATES AND THE SALE OF ASSETS $170,857 o/

INCORRECTLY OQFFSET AGAINST THE LIMIT

PAYABLE TO CLINTON/GORE '96 GENERAL ELECTION COMPLIANCE $23,033 E/
FUND FOR SALARY AND OVERHEAD PRE DOI

DUE TO CLINTON/GORE '96 GENERAL COMMITTEE 885,487 F/
CONVENTION TRAVEL $46,036
SUBLEASE PAYMENTS $39,451

IN-KIND CONTRIBUTION FOR EVENT COSTS $19,832 G/

SUBTOTAL $31,163,188
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LESS:

DEBTS OWED TO THE COMMITTEE AT DECEMBER 31, 1997

AMOUNT DUE FROM CLINTON/GORE '96 GENERAL COMMITTEE

BISMARK ENTERPRISES $22,984
AT &T PHONE LEASE $63,736
GTE $439

EXPENDITURES SUBJECT TO PRIMARY SPENDING LIMITATION AT
DECEMBER 31, 1997

PRIMARY EXPENDITURE LIMITATION

AMOUNT OVER/(UNDER)

If the DNC Media expenses (see Finding I11.A.) are determined to be a
contribution in-kind to the Primary Committee, the following will resuit:

DNC MEDIA EXPENSES

EXPENDITURES SUBJECT TO PRIMARY SPENDING LIMITATION

PRIMARY EXPENDITURE LIMITATION

EXPENDITURES IN EXCESS OF PRIMARY SPENDING LIMITATION

$361,860 H/

$87,159 I/

$30,714,169

$£30,910,000

($195,831)

$46,263,745

$76,971,914

$30,910,000

46.067.914
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FOOTNOTES

This amount represents additional headquarter departments as well as expenses
that are considered exempt legal and accounting subject to amendments to be
filed. See Finding IIL.D.1.

Debts owed by the Primary Committee as reported in its December 31, 1997
Disclosure Reports Schedule D.

This amount represents 15% of the legal department and the matching fund
department expenses that, based on a review of salary and overhead, are not
exclusively matching funds or legal costs. See Finding I11.D.2.

This amount is for refunds, rebates and the sale of assets that were offsei 100%
against the limit by the Primary Committee. However, the documentation
indicated that only a portion of the refund (15% to 95%) should have been offset
against the expenditure limit. See Finding II1.D.3.

This amount represents the amount, pre date of eligibility, of salary and overhead
expenses that were offset against the limit, the balance was an offset to exempt
legal and accounting expenses. See Finding lI1.D.4.a.

This represents travel from the Democratic National Convention paid by the
General Committee (see General Committee’s ECM, Finding I11.C.1.) and
sublease payments (see Finding I11.D.4.b).

This represents an apparent in-kind contribution by the DNC for event expenses.
See Finding H1.C. .

A refund from the November 5 Group is due the Primary Committee according to
its Year End 1997 disclosure report.

The amount due from the General Committee for Bismarck Enterprises and
AT&T are amounts paid by the Primary Committee but should have been paid by
the General Committee. See Finding 1I1.B.1.a. and b. The GTE amount of $489
is a Primary refund that was mistakenly deposited into the General Committee’s .
bank account.
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Recommendation #6

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the Primary Commitice demonstrate that it has not exceeded the spending
limitation at 2 U.S.C. 441a (b)(1)(A). Absentsucha demonsu"-tmn the Audit staff will
recommend that the Commission determine that $13,412,198" is repayable to the U.S.
'I‘re:asury.33 If it is determined that the in-kind contribution is on behalf of the General
Committee there would be no repayment by the Primary Committee, since the limitation
at 2 U.S.C. 441a(b)(1)(A) would not have been exceeded.

Section 9034.5 (a) of Title 11 of the Code of Federal Regulations requires
that within 15 calendar days after the candidate’s date of ineligibility, the candidate shall
submit a statement of net outstanding campaign obligations which reflects the total of all
s net outstanding obligations for qualified campaign expenses plus estimated necessary
. winding down costs.

In addition, Section 9034.1 (b) of Title 11 of the Code of Federal
=a Regulations states, in part, that if on the date of ineligibility a candidate has net
outstanding campaign obligations as defined under 11 CFR §9034.5, that candidate may
continue to receive matching payments provided that on the date of payment there are
remaining net outstanding campaign obligations.

President Clinton’s date of ineligibility was August 28, 1996. The Audit
staff reviewed the Committee’s financial activity through December 31, 1997, analyzed
winding down costs, and prepared the Statement of Net Outstanding Campaign
Obligations which appears below.

2 This amount may require a downward adjustment pending final resolation of the repayment

matters noted at Finding IIL.B.
1 It should be noted that the pro-rata repayment based on the amount in excess of the limitation
would be $14,560,317 ($46,067,914 x .316062), however, the repayment amount can not exceed
the amount of matching funds received by the Primary Comsmittee. The Primary Committee
received $13,412,198 in matching funds.
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CLINTON/GORE ‘26 PRIMARY COMMITTEE, INC.
STATEMENT OF NET OUTSTANDING CAMPAIGN OBLIGATIONS

as of August 28, 1996

as determined through December 31, 1997

ASSETS

Cash in Bank

Cash on Hand

Investments in U.S. Treasuries

Accounts Receivable:
Accrued Interest
Vendor Deposits
Due from GELAC
Clinton/Gare ‘86 General Committee
Vendor Refunds

Capital Assets

Totat Assets

OELIGATIONS

Accounts Payable for Qualified Campaign Expenses
Refunds of Contributions

Federal Income Tax

Amount Pue GELAC

Amount Due General Committes

Amount Due U.S. Treasury - Stale-dated Checks

Actual Winding Down Expenses
December 6, 1996 - December 31, 1907

Estimated Winding Down Expenses
Ianuary I, 1998 - December 31, 1999
Total Obligations

Net OQutstanding Campaign Obligations (Deficit)

$ 3,390,406

292
2,146,940

9,171
54,933
191,757
87,159
385,568

497,427

4,316,509
1275

165,480
88,879
46,036
38,164

1,822,556

1,170,900

)]

(2)
(3)
(4)
(5)
(6)

)

(8)
{9)

(19)
an

(12)
13)

(14)
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FOOTNOTES TO NOCO STATEMENT

Audited Bank Reconciliation at 8/28/96 which includes stale-dated checks dated on or before date
of ineligibility added back to cash in bank balance.

Accrued interest income is recognized from 7/25/96 - 8/28/96.

This amount represents an analysis of Committee’s work sheet dated 4/25/97 relative to
outstanding deposits; however, it appears that the Committee failed to recognize the receipt and
deposit of certain pre-date of ineligibility deposits.

This amount reflects GELAC reimbursements to the Primary Committee for GELAC salaries and
overhead expenses initially paid by the Primary Committee on or before 8/28/96. An offset
{$88,879) was calculated by the Audit staff to reflect the expenses of individuals not working
exclusively on GELAC matters (see Note 11),

This amount represents: (a) Primary Committee payment ($22,984) to Bismarck Enterprises for
catering services provided to the General Committee; (b) an amount {$63,736) paid by the
Primary Committee through July 1996 for an AT&T phone lease in excess of the amount as
calculated per Primary Committee workpapers; (¢) a GTE refund ($439) addressed 1o the Primary
Committee but erroneously deposited by the Generat Commiitee.

Amounts deposited post date of ineligibility for transactions made on or before date of
ineligibility; also includes a reported outstanding amount ($361,860) at year-end ‘97 from Squier
Knapp Ochs (SK0O).

Recognition of gross capital assets including software and licensing fees less depreciation of 40%.
Reflects actual accounts payable through 12/31/97 absent a reduction fo accounts payable for post
date of ineligibility stale-dated checks and winding down costs.

Represents contributions dated 8/28/96 or before and refunded to contributors,

This amount reflects the tax liabitity for investment income and interest from deposits realized and
recognized for the period 1/1/96-8/28/96.

This offsets the GELAC reimbursement to the Primary Commiittee at Note 4; the difference of
$62,378 represents the allowable reimbursement by GELAC for staff working 100% on GELAC
matters prior to date of ineligibility.

This amount represents; (a) DNC Convention related travel on TWA paid ($40,900) by the
General Commistee; (b) a leg of DNC Convention travel from Chicago to Cape Girardeau, MG
relative to the Primary Committee that was paid ($5,136) by the General Committee.

Primary Committee’s outstanding checks to vendors or contributors that have not been cashed,
This amount is based on the Primary Committee’s actual 1997 year-end winding down expenses.
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F. PRIMARY STALE-DATED CHECKS

Section 9038.6 of Title 11 of the Code of Federal Regulations states that if
the committee has checks outstanding to creditors or contributions that have not been
cashed, the committee shall notify the Commission. The committee shall inform the
Commission of its efforts to locate the payees, if such efforts have been necessary, and its
efforts to encourage the payees to cash the outstanding checks. The committee shall also
submit a check for the total amount of such outstanding checks, payable to the United
States Treasury.

During our review of the Primary Committee’s disbursement activity, the
Audit staff identified 97 stale-dated checks totaling $38,164 dated between April 27,
1995 and December 16, 1997. The Audit staff provided a schedule of the stale-dated
check to the Primary Committee on Thursday, March 19, 1998.

Recommendstion #7

The Audit staff recommends that within 60 calendar days of service of this
memorandum, the Primary Committee present evidence that the checks were not
outstanding (i.e., copies of the front and back of the negotiated checks), or that the
outstanding checks were voided and/or that no Primary Committee obligation exists,

Absent such documentation, the Audit staff will recommend that the Commission
determine that $38,164 is payable to the United States Treasury.
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DNC AND PRIMARY COMMITTEE ADS HAVING SAME AUDIO AND VIDEO
CONTENT
[NOTE: NON-ITALIC IS VOICE-OVER]

P11 REAL TICKET CG13-30
D795 DOLE/GINGRICH DNC1228-30

THE OVAL OFFICE IF IT WERE BOB DOLE SITTING HERE HE WQULD HAVE ALREADY
CUT MEDICARE 270,000,000,000 DOLLARS TOXIC POLLUTERS OFF THE HOOK NO

: TO THE BRADY BILL 60,000 CRIMINALS ALLOWED TO BUY HANDGUNS AND SLASHED
EDUCATION PRESIDENT CLINTON STOOD FIRM AND DEFENDED OUR VALUES BUT
NEXT YEAR IF NEWT GINGRICH CONTROLS CONGRESS AND HIS PARTNER BOB DOLE

, ENTERS THE OVAL OFFICE THERE WILL BE NOBODY THERE TO STOP THEM

P12 NOBODY CG14-30

D796 THEM DNC1229-30

THE OVAL OFFICE IF DOLE SITS HERE AND GINGRICH RUNS CONGRESS WHAT

COULD HAPPEN MEDICARE SLASHED WOMEN'S RIGHT TO CHOOSE GONE EDUCATION
| SCHGOL DRUG PROGRAMS CUT AND A RISKY 550,000,000,000 DOLLAR PLAN

| BALLOONS THE DEFICIT RAISES INTEREST RATES HURTS THE ECONOMY PRESIDENT

‘ CLINTON SAYS BALANCE THE BUDGET CUT TAXES FOR FAMILIES COLLEGE TUITION
STANDS UP TO DOLE AND GINGRICH BUT IF DOLE WINS AND GINGRICH RUNS
CONGRESS THERE WILL BE NOBODY THERE TO STOP THEM

P13 BACK' CG09-30

| D794 SCHEME DNC1227-30

| AMERICA'S ECONOMY IS COMING BACK 10,000,000 NEW JOBS WE MAKE MORE

1 AUTOS THAN JAPAN HIGHER MINIMUM WAGE NOW BOB DOLE ENDANGERS IT ALL

: WITH A RISKY LAST MINUTE SCHEME THAT WOULD BALLOON THE DEFRICIT HIGHER
INTEREST RATES HURT FAMILIES PRESIDENT CLINTON'S PLAN TAX CUTS FOR
FAMILIES COLLEGE TUITION TAX CREDITS HEALTH INSURANCE YOU DON'T LOSE
CHANGING JOBS WELFARE REFORM GROWTH PRESIDENT CLINTON MEETING OUR
CHALLENGES BOB DOLE GAMBLING WITH OUR FUTURE

A Primary Committee ad entitled GAMBLE is nearly identical to BACK and SCHEME, the
differences are: raise interest rates instead of higher interest rates; harm the economy instead
of hurt families,

-
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DNC ADS - CLINTON’S POSITIONS VS DOLE’S POSITIONS
[NOTE: DOLE SPEAKING IN ITALICS, NON-ITALIC IS VOICE-CVER]

D303 NO DNC550-30
WE SENT HIM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT
WE'RE GOING TOQ VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLANS IT'S TIME TO
SAY YES TO THE CLINTON PLANS YES TO AMERICA'S FAMILIES

D324 PROOF DNC580-30
WE SENT HIM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT
WE'RE GOING TO VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE
WHILE PROTECTING KIDS DOLE SAYS NO TC THE CLINTON PLANS IT'S TIME TO
SAY YES TO THE CLINTON PLANS YES TO AMERICA'S FAMILIES

D346 FACTS DNC602-30
WE SENT HIM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT
WE'RE GOING TO VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE
1S VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE
VOTES NOC THE PRESIDENT DEMANDS WORK FOR WELFARE
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLAN IT'S TIME TO
SAY YES TO THE CLINTON PLAN YES TO OUR FAMILIES AND OUR VALUES

D767 ECONOMY DNC1200-30
REMEMBER RECESSION JOBS LOST THE DOLE GOP BILL TRIES TO DENY NEARLY
1,000,000 FAMILIES UNEMPLOYMENT BENEFITS HIGHER INTEREST RATES
10,000,000 UNEMPLOYED WITH A DOLE AMENDMENT REPUBLICANS TRY TO BLOCK
MORE JOB TRAINING TODAY WE MAKE MORE AUTOS THAN JAPAN RECORD
CONSTRUCTION JOBRS MORTGAGE RATES DOWN 10,000,000 NEW JOBS MORE WOMEN
OWNED COMPANIES THAN EVER THE PRESIDENT'S PLAN EDUCATION JOB TRAINING
ECONOMIC GROWTH FOR A BETTER FUTURE

oy ey v
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D797 RISKY DNC1230-30
BOB DOLE ATTACKING THE PRESIDENT BUT PRESIDENT CLINTON CUT TAXES FOR
15,000,000 WORKING FAMILIES PROPOSES TAX CREDITS FOR COLLEGE BOB DOLE
VOTED TO RAISE PAYROLL TAXES SOCIAL SECURITY TAXES THE 90 INCOME TAX
INCREASE 900,000,000,000 ™ HIGHER TAXES HIS RISKY TAX SCHEME TO HELP
PAY FOR IT EXPERTS SAY DOLE AND GINGRICH WILL HAVE TO CUT MEDICARE
EDUCATION ENVIRONMENT BOB DOLE RAISING TAXES TRYING TO CUT MEDICARE
RUNNING FROM HIS RECORD

i | Page ——-ﬁ
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12 DNC ADS - CLINTON’S POSITIONS VS “DOLE GINGR.ICH” POSITIONS
[NOTE: NON-ITALIC IS VOICE-OVER]

D212 TABLE DNC420-30
THE GINGRICH DOLE BUDGET PLAN DOCTORS CHARGING MORE THAN MEDICARE
ALLOWS HEADSTART SCHOOL ANTI DRUG HEL?P SLASHED CHILDREN DENIED
ADEQUATE MEDICAL CARE TOXIC POLLUTERS LET OFF THE HOOK BUT PRESIDENT
CLINTON HAS PUT A BALANCED BUDGET PLAN ON THE TABLE PROTECTING
MEDICARE MEDICAID EDUCATION ENVIRONMENT THE PRESIDENT CUTS TAXES AND
PROTECTS OUR VALUES BUT DOLE AND GINGRICH JUST WALKED AWAY THAT'S
WRONG THEY MUST AGREE TO BALANCE THE BUDGET WITHOUT HURTING AMERICA'S
FAMILIES

D348 SUPPORTS DNC610-30
THIS DOLE GINGRICH ATTACK AD HAS THE FACTS ALL WRONG PRESIDENT CLINTON
SUPPORTS TAX CREDITS FOR FAMILIES WITH CHILDREN BUT WHEN DOLE AND
GINGRICH INSISTED ON RAISING TAXES ON WORKING FAMILIES HUGE CUTS [N
MEDICARE EDUCATION CUTS IN TOXIC CLEANUP CLINTON VETOED IT THE
PRESIDENT'S PLAN PRESERVE MEDICARE DEDUCT COLLEGE TUITION SAVE ANTI
DRUG PROGRAMS BUT DOLE GINGRICH VOTE NO NO TO AMERICA'S FAMILIES THE
PRESIDENT'S PLAN MEETING OUR CHALLENGES PROTECTING GUR VALUES

D379 PHOTO DNC641-30
60,000 FELONS AND FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE
PRESIDENT CLINTON PASSED THE BRADY BILL FIVE DAY WAITS BACKGROUND
CHECKS BUT DOLE AND GINGRICH VOTED NoO 100,000 NEW POLICE BECAUSE
PRESIDENT CLINTON DELIVERED DOLE AND GINGRICH VOTED NO WANT TO REPEAL
IT STRENGTHEN SCHOOL ANTI DRUG PROGRAMS PRESIDENT CLINTON DID IT DOLE
AND GINGRICH NO AGAIN THEIR OLD WAYS DON'T WORK PRESIDENT CLINTON'S
PLANS THE NEW WAY MEETING OUR CHALLENGES PROTECTING OUR VALUES

D404 BACKGROUND DNC680-30
60,000 FELONS AND FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE
PRESIDENT CLINTON PASSED THE BRADY BILL BACKGROUND CHECKS DOLE AND
GINGRICH VOTED NO AND NOW WANT TO REPEAL THE ASSAULT WEAPONS BAN
100,000 NEW POLICE PRESIDENT CLINTON DELIVERED DOLE AND GINGRICH VOTED
NO STRENGTHEN SCHOOL ANTI DRUG PROGRAMS PRESIDENT CLINTON DID IT
REPUBLICANS PLAN TO CUT HELP TO SCHOOLS OLD WAYS DON'T WORK PRESIDENT

CLINTON'S PLANS THE NEW WAY MEETING QUR CHALLENGES PROTECTING GUR
VALUES
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D433 FINISH DNC710-30
HEADSTART STUDENT LOANS TOXIC CLEANUP EXTRA POLICE ANTI DRUG PROGRAMS
DOLE GINGRICH WANTED THEM CUT NOW THEY'RE SAFE PROTECTED IN THE 96
BUDGET BECAUSE THE PRESIDENT STOOD FIRM DOLE GINGRICH DEADLOCK
GRIDLOCK SHUT DOWNS THE PRESIDENT'S PLAN FINISH THE JOB BALANCE THE
BUDGET REFORM WELFARE CUT TAXES PROTECT MEDICARE PRESIDENT CLINTON
SAYS GET IT DONE MEET OUR CHALLENGES PROTECT OUR VALUES

D458 SAME DNC740-30
AMERICA'S VALUES HEADSTART STUDENT LOANS TOXIC CLEANUP EXTRA POLICE
PROTECTED IN THE BUDGET AGREEMENT THE PRESIDENT STOGD FIRM DOLE
GINGRICH'S LATEST PLAN INCLUDES TAX HIKES ON WORKING FAMILIES UP TO
18,000,000 CHILDREN FACE HEALTHCARE CUTS MEDICARE SLASHED

2 167,000,000,000 THEN DOLE RESIGNS LEAVING BEHIND GRIDLOCK HE AND

=i GINGRICH CREATED THE PRESIDENT'S PLAN POLITICS MUST WAIT BALANCE THE

9 BUDGET REFORM WELFARE PROTECT OUR VALUES

D483 SIDE DNC770-30

| AMERICA'S VALUES THE PRESIDENT BANS DEADLY ASSAULT WEAPONS DOLE

| GINGRICH VOTE NO THE PRESIDENT PASSES FAMILY LEAVE DOLE GINGRICH VOTE
|

|

NO THE PRESIDENT STANDS FIRM A BALANCED BUDGET PROTECTS MEDICARE
DISABLED CHILDREN NO AGAIN NOW DOLE RESIGNS LEAVES GRIDLOCK HE AND
GINGRICH CREATED THE PRESIDENT'S PLAN BALANCE THE BUDGET PROTECT
MEDICARE REFORM WELFARE DO OUR DUTY TO OUR PARENTS OUR CHILDREN
AMERICA'S VALUES

D557 DEFEND DNC950-30
PROTECTING FAMILIES FOR MILLIONS OF WORKING FAMILIES PRESIDENT CLINTON
CUT TAXES THE DOLE GINGRICH BUDGET TRIED TO RAISE TAXES ON 8,000,000
THE DOLE GINGRICH BUDGET WOULD HAVE SLASHED MEDICARE 270,000,000,000
CUT COLLEGE SCHOLARSHIPS THE PRESIDENT DEFENDED OUR YALUES PROTECTED
MEDICARE AND NOW A TAX CUT OF 1,500 DOLLARS A YEAR FOR THE FIRST TWO
YEARS OF COLLEGE MOST COMMUNITY COLLEGES FREE HELP ADULTS GO BACK TO
SCHOOL THE PRESIDENT'S PLAN PROTECTS OUR VALUES

arracmgeny (O
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D627 ANOTHER DNC1001-30
ANOTHER NEGATIVE REPUBLICAN AD WRONG PRESIDENT CLINTON INCREASED
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE

A GINGRICH BUDGET TRIED TO REPEAL 100,000 NEW POLICE DOLE GINGRICH TRIED

TO SLASH SCHOOL ANT!I DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN

B PROTECTS OUR JOBS OUR VALUES

D592 VALUES DNC1040-30
AMERICAN VALUES DO OUR DUTY TO OUR PARENTS PRESIDENT CLINTON PROTECTS
MEDICARE THE DOLE GINGRICH BUDGET TRIED TO CUT MEDICARE
270,000,000,000 PROTECT FAMILIES PRESIDENT CLINTON CUT TAXES FOR
MILLIONS OF WORKING FAMILIES THE DOLE GINGRICH BUDGET TRIED TO RAISE
TAXES ON 8,000,000 OF THEM OPPORTUNITY PRESIDENT CLINTON PROPOSES TAX
BREAKS FOR TUITION THE DOLE GINGRICH BUDGET TRIED TO SLASH COLLEGE
SCHOLARSHIPS ONLY PRESIDENT CLINTON'S PLAN MEETS OUR CHALLENGES
| PROTECTS OUR VALUES

i D697 INCREASED DNC1120-30

| ANOTHER NEGATIVE REPUBLICAN AD MISLEADING PRESIDENT CLINTON INCREASED
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE
GINGRICH BUDGET TRIED TO REPEAL 100,000 NEW POLICE DOLE GINGRICH TRIED
TO SLASH SCHOOL ANTI DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN
PROTECTS QUR JOBS OUR VALUES

D732 ENOUGH DNC1160-30
ANOTHER NEGATIVE REPUBLICAN AD MISLEADING PRESIDENT CLINTON INCREASED
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE
GINGRICH BUDGET TRIED TO REPEAL 100,000 NEW POLICE DGLE GINGRICH TRIED
TO SLASH SCHOOL ANTI DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN

PROTECTS QUR JOBS OUR VALUES
ATTACHMENT _fﬁ
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13 DNC ADS - CLINTON’S POSITIONS VS “ THE REPUBLICANS” ” POSITIONS
[NOTE: NON-ITALIC IS VOICE-OVER, BOLD TYPE IS GINGRICH SPEAKING]

D1 PROTECT DNC10-30
MEDICARE LIFELINE FOR OUR ELDERLY THERE IS A WAY TO PROTECT MEDICARE
BENEFITS AND BALANCE THE BUDGET PRESIDENT CLINTON WHO CUT GOVERNMENT
WASTE REDUCED EXCESS SPENDING SLOWED MEDICAL INFLATION THE REPUBLICANS
DISAGREE THEY WANT TO CUT MEDICARE 270 BILLION DOLLARS CHARGING
ELDERLY 600 MORE A YEAR FOR MEDICAL CARE 1700 MORE FOR HOME CARE
PROTECT MEDICARE BENEFITS OR CUT THEM A DECISION THAT TOUCHES US ALL

D10 MORAL DNCI11-30
AS AMERICANS THERE ARE SOME THINGS WE DONE SIMPLY AND SOLELY BECAUSE
THEY'RE MORAL RIGHT AND GOOD TREATING OUR ELDERLY WITH DIGNITY IS ONE
OF THESE THINGS WE CREATED MEDICARE NOT BECAUSE IT WAS CHEAP OR EASY
BUT BECAUSE IT WAS THE RIGHT THING TO DO THE REPUBLICANS ARE WRONG TO
WANT TO CUT MEDICARE BENEFITS AND PRESIDENT CLINTON IS RIGHT TO
PROTECT MEDICARE RIGHT TO DEFEND OUR DECISION AS A NATION TO DO WHAT'S
MORAL GOOD AND RIGHT BY OUR ELDERLY

D19 EMMA DNC54-30
PRESERVING MEDICARE FOR THE NEXT GENERATION THE RIGHT CHOICE BUT
WHAT'S THE RIGHT WAY REPUBLICANS SAY DOUBLE PREMIUMS DEDUCTIBLES NO
COVERAGE IF YOU'RE UNDER SIXTY-SEVEN 270 BILLION IN CUTS BUT LESS THAN
HALF THE MONEY REACHES THE MEDICARE TRUST FUND THAT'S WRONG WE CAN
SECURE MEDICARE WITHOUT THESE NEW COSTS ON THE ELDERLY THAT'S THE
PRESIDENT'S PLAN CUT WASTE CONTROL COSTS SAVE MEDICARE BALANCE THE
BUDGET THE RIGHT CHOICE FOR OUR FAMILIES

D38 SAND DNC120-30
THERE ARE BELIEFS AND VALUES THAT TIE AMERICANS TOGETHER IN WASHINGTON
THESE VALUES GET LOST IN THE TUG OF WAR BUT WHAT'S RIGHT MATTERS WORK
NOT WELFARE 1S RIGHT PUBLIC EDUCATION IS RIGHT MEDICARE IS RIGHT A TAX
CUT FOR WORKING FAMILIES 1$ RIGHT THESE VALUES ARE BEHIND THE
PRESIDENT'S BALANCED BUDGET PLAN VALUES REPUBLICANS IGNORE CONGRESS
SHOULD JOIN THE PRESIDENT AND BACK THESE VALUES SO INSTEAD OF A TUG OF
WAR WE COME TOGETHER AND DO WHAT'S RIGHT FOR OUR FAMILIES

ATracmyEnr 10O :
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D58 FAMILIES DNC170-30
OUR FAMILIES NEED MEDICARE BUT NOW WE LEARN THE TRUTH NOW WE DON'T GET
RID OF IT IN ROUND ONE BECAUSE WE DON'T THINK THAT THAT'S POLITICALLY
SMART WE DON'T THINK THAT'S THE RIGHT WAY TO GO THROUGH A TRANSITION
BUT WE BELIEVE IT'S GOING TO WITHER ON THE VINE AND NOW THE
REPUBLICANS IN CONGRESS WANT THE PRESIDENT TO CUT A DEAL AND JUST LET
MEDICARE WITHER ON THE VINE NO DEAL THE PRESIDENT WILL VETO ANY BILL
THAT CUTS MEDICARE BENEFITS EDUCATION OR HARMS THE ENVIRONMENT THE
PRESIDENT BELIEVES WE MUST DO OUR DUTY BY OUR PARENTS AND PROVIDE OUR
CHILDREN WITH OPPORTUNITY

D78 THREATEN DNC200-30
THE TRUTH ON MEDICARE NOW WE DON'T GET RID OF IT IN ROUND ONE BECAUSE
WE DON'T THINK THAT THAT'S POLITICALLY SMART WE DON'T THINK THAT'S THE
RIGHT WAY TO GO THROUGH A TRANSITION BUT WE BELIEVE IT'S GOING TO
WITHER ON THE VINE MEDICARE WITHER ON THE VINE BUT PRESIDENT CLINTON
WILL VETO ANY BILL THAT CUTS MEDICARE BENEFITS EDUCATION OR THE
ENVIRONMENT NOW REPUBLICANS THREATEN TO CLOSE THE GOVERNMENT DOWN IF
THE PRESIDENT WON'T CUT MEDICARE AND EDUCATION NO DEAL THE PRESIDENT
WILL DO RIGHT BY OUR ELDERLY AND OUR CHILDREN THREAT OR NO THREAT

D120 PRESIDENTS DNC261-30
THE CONSTITUTION PRESIDENTS HAVE USED THE POWER IT GIVES THEM TO
PROTECT OUR VALUES THAT'S WHY THE 42ND PRESIDENT IS STANDING FIRM FOR
HIS BALANCED BUDGET PLAN THE PRESIDENT'S BALANCED BUDGET PROTECTS OUR
ELDERLY REPUBLICANS IN CONGRESS CUT MEDICARE 270 BILLION DOLLARS THE
PRESIDENT'S BALANCED BUDGET SECURES OPPORTUNITY FOR OUR CHILDREN
REPUBLICANS CUT EDUCATION 30 BILLION THAT'S WHY THE PRESIDENT IS
VETOING THE REPUBLICAN BUDGET STANDING UP FOR WE THE PEOPLE

D99 FIRM DNC270-30
THE CONSTITUTION PRESIDENTS HAVE USED THE POWER IT GIVES THEM TO
PROTECT OUR VALUES THAT'S WHY THE 42ND PRESIDENT IS STANDING FIRM FOR
HIS BALANCED BUDGET PLAN THE PRESIDENT'S BALANCED BUDGET PROTECTS OUR
ELDERLY REPUBLICANS IN CONGRESS CUT MEDICARE 270 BILLION DOLLARS THE
PRESIDENT'S BALANCED BUDGET SECURES OPPORTUNITY FOR OUR CHILDREN
REPUBLICANS CUT EDUCATION 30 BILLION THAT'S WHY THE PRESIDENT IS
VETOING THE REPUBLICAN BUDGET STANDING UP FOR WE THE PEOPLE




Z..
§i
5

i

Exit Conference Memorandum on EXHIBIT #4
Clinton/Gore ‘96 Primary Committee, Inc. Page 3 of 4

D141 PEOPLE DNC300-30
BELLE IS DOING FINE BUT MEDICARE COULD BE CUT NICHOLAS IS GOING TO
COLLEGE BUT HIS SCHOLARSHIP COULD BE GONE THE STAKES IN THE BUDGET
DEBATE JOSHUA'S DOING WELL BUT HELP FOR HIS DISABILITY COULD BE CUT
PRESIDENT CLINTON STANDING FIRM TO PROTECT PEOPLE MATTHEW BOUGHT A
HOUSE BUT WILL THE WATER BE SAFE TO DRINK MIKE HAS A JOB BUT NEW TAXES
IN THE REPUBLICAN BUDGET COULD SET HIM BACK PRESIDENT CLINTON SAYS
BALANCE THE BUDGET BUT PROTECT OUR FAMILIES

D163 CHILDREN DNC330-30
AMERICA'S CHILDREN 7,000,000 PUSHED TOWARD POVERTY BY HIGHER TAXES ON
WORKING FAMILIES 4,000,000 CHILDREN GET SUB STANDARD HEALTH CARE
EDUCATION cuUT 30,000,000,000 DOLLARS ENVIRONMENTAL PROTECTION GUTTED
THAT'S THE SAD TRUTH BEHIND THE REPUBLICAN BUDGET PLAN THE PRESIDENT'S
SEVEN YEAR BALANCED BUDGET PROTECTS MEDICARE EDUCATION AND GIVES
WORKING FAMILIES WITH CHILDREN A TAX BREAK IT'S OUR DUTY TO AMERICA'S
CHILDREN AND THE PRESIDENT'S PLAN WILL MEET IT

D185 SLASH DNC390-30
AMERICA'S CHILDREN MILLIONS PUSHED TOWARD POVERTY BY HIGHER TAXES OVER A
MILLION GET SUB STANDARD HEALTH CARE EDUCATION cUT 30,000,000,000
BILLION ENVIRONMENTAL PROTECTION GUTTED DRASTIC REPUBLICAN BUDGET CUTS
BUT THE PRESIDENT'S PLAN PROTECTS MEDICARE MEDICAID EDUCATION
ENVIRONMENT AND EVEN REPUBLICAN LEADERS AGREE IT BALANCES THE BUDGET
IN SEVEN YEARS CONGRESS SHOULD NOT SLASH MEDICARE AND MEDICAID IT
SHOULD BALANCE THE BUDGET AND DO OUR DUTY TO OUR CHILDREN

D429 HELP DNC705-30
FAMILY MEDICAL LEAVE SO MOTHERS CAN CARE FOR THEIR BABIES PRESIDENT
CLINTON GOT IT PASSED REPUBLICANS OPPOSED IT MORE HELP FOR SMALL
CLASSES TEACHING READING AND MATH PRESIDENT CLINTON GOT IT PASSED
REPUBLICANS WANT TG CUT HELP TO SCHOOLS LOW COST VACCINE TO IMMUNIZE
CHILDREN AGAINST DISEASE PRESIDENT CLINTON PASSED IT REPUBLICANS
OPPOSE IT THE REPUBLICANS WILL DO ANYTHING ANYTHING TO STOP PRESIDENT
CLINTON'S PLAN PRESIDENT CLINTON'S PLAN MEETING OUR CHALLENGES
PROTECTING OUR VALUES
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D299 STOP DNC540-30
ACCESS TO HEALTH INSURANCE FOR ALL PRESIDENT CLINTON'S PLAN CHILD
SUPPORT COLLECTION FOR MOTHERS AND THEIR CHILDREN EDUCATION JOB
TRAINING MORE POLICE WHAT PRESIDENT CLINTON AND THE DEMOCRATS WANT FOR
AMERICA REPUBLICANS WILL STOP AT NOTHING TO STCP PRESIDENT CLINTON
REPUBLICANS CUT SCHOOL. LUNCHES CUT HEADSTART CUT CHILD HEALTHCARE
REPUBLICANS WILL STOP AT NOTHING TO STOP PRESIDENT CLINTON STAND FIRM
CHILDREN ARE COUNTING ON YOU
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4 DNC ADS - DREAMS, VICTIMS, CHALLENGE, WELFARE
[NOTE: NON-ITALIC IS VOICE-OVER, UNDERSCORED IS CLINTON SPEAKING]

D508 DREAMS DNC830-30
I WANT TO BE AN ARCHEOLOGIST COLLEGE PROFESSOR PALEONTOLOGIST THE
PRESIDENT SAYS GIVE EVERY CHILD THE CHANCE FOR COLLEGE WITH A TAX CUT
OF 1,500 DOLLARS A YEAR FOR TWO YEARS MAKING MOST COMMUNITY COLLEGES
FREE ALL COLLEGES MORE AFFORDABLE 1 WANT TO BE AN OCEANOGRAPHER
PRESCHOOL TEACHER AND FOR ADULTS A CHANCE TO LEARN FIND A BETTER JOB
THE PRESIDENT'S TUITION TAX CUT PLAN I'M GOING TO FIND A CURE FOR
CANCER BECAUSE YOU'RE NEVER TOO OLD TO LEARN OR TOO YOUNG TO DREAM

D276 VICTIMS DNC500-30
EVERY YEAR IN AMERICA 1,000,000 WOMEN ARE VICTIMS OF DOMESTIC ABUSE IT
IS A VIOLATION OF OUR NATION'S VALUES IT'S PAINFUL TO SEE IT'S TIME TO
CONFRONT IT THE PRESIDENT'S PLAN INCREASE CHILD SUPPORT ENFORCEMENT
WORK NOT WELFARE TO ENCOURAGE STRONGER FAMILIES IMPROVE AND ENFORCE
DOMESTIC VIOLENCE LAWS 1,000,000 WOMEN A TEST OF OUR NATIONAL
CHARACTER A CHALLENGE WE WILL MEET

D241 CHALLENGE DNC450-30

D253 WELFARE DNC470-30
FAMILIES DESTROYED CHILDREN'S DREAMS LOST THE LEGACY OF OUR PRESENT
WELFARE SYSTEM THE PRESIDENT'S PLAN INCREASE CHILD SUPPORT ENFORCEMENT
REDUCE TEEN PREGNANCY WORK REQUIREMENTS FOR WELFARE RECIPIENTS STRICT
TIME LIMITS ON WELFARE BENEFITS TEACH VALUES IN QUR SCHOOLS NG WORK NO

WELFARE RESCUE CHILDREN FRCM THE DESTRUCTIVE WELFARE SYSTEM

W IAN wral

WE CAN

[N )3}

L4 AN Al -
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Date: August 7, 1995

To: Chair Fowler, Bobby Watson and Joe Sandler
From: Bradley Marshall
Re: Media Refund Checks

1 have attached a list of checks we have received from Mandy Grundwald's firm for media
refunds from last fall's campaigns. The amounts represent funds which we sent s
parties for them %o then turn around and send back to Mandy for media buys. The refunds
are for unplaced buys. The refunds are really ours since we did not intend to make a
contribution to the various state parties when we sent them the money. In other werds the
state parties were simply a conduit for the buys so we could get a more [avorable Hard/Soft
split.

We need to contact each of the state parties and arrange for them o swap checks with us, s
we can get this money back in our accounts. Each of the refunds contain & Federal and a
Non-Federal component so we need to make sure the money is returned in the correct splits.

1 would proposs that we use this *found® money to pay off ths 1994 POTUS travel bills if the

various entities who owe for the trips, do not come through with their share of these bills.
Since these bills are aimost & year old, we should make this determinatica =non.

R A ey

#l] DNC 307823)

DNC068-00349

BryALHaNLn L '
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MEMORANDUM

TO: Senator Dedd

FROM: David Gillette

DATE:  August 8, 1995

RE: Today’s meeting with Fowler, Sosnik, and Ickes

You may vant to raise the following lagues at thie
afternocn‘s meeting with Chalrmen Fovlar, Harold Yckea and Doug
Sosnik include:

Medicare Mvartisemenkal

As you knew, the White House i3 plamnning to run Bedicare ade
thige month pald for by the DNC. Attachad sre the écripte. As.
you csn sss, in two of the scripts, “Dad® and "Dad -~ varsion 2,°

DRGRASS ea WHT PG READUDISGER CONSERRE o= 10 APCASESL OB
. If the DNC is going to pay for these, I think ve
should dazand that tha voice-over ra changed to include & hit on
Republicana in Congresa. You will remembaer, this point cams up
at the principles msssage meating last week.

It ‘locks like we will likely hava to pay for the ads with
60% federal (hard) and £0% non-federal (soft) monsy. This is an
astizats that could change once ve fte the ads.

Currently., the DNC hap sbout $1.2 million cash-ch-hand.
Howgvar, only about $406,000 ia federal (bu') monay. 8ince

Bazct Meating?

Accerding to Doug, Harold vas to meet with the President
yesterday to discues the Parot weekend. You sre schedulsd ta
spaakk on Priday night for about 22-25 minutez. Al)l tha gpaakere
vill speak 2@ individuals, not as pert of & panel. Purthermors,
Mack McClarty 18 going deowvn and spaaking at $:30 g2 on Priday.

Don Povler vas in Nev York yesterday and met vith David
Eichsnbaus, a candldate for ths comsunicsations directar slot.

DNC226-02905

sroacmant [
Page & of e}
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You mat vith David long before I aven started at the DNC.
Attached is his resume.

Snakn Party Rusinass:

In cur ragular calls to the state chalrs, a requast came in
from Mike Paterson, the state chair in Iowa. A day to bring
Iovans to the White HOuse was scheduled for Septezbar 14. The
date has now bagn pushad to November. Petersen hoped to raise
$30,000~45,000 on the évant but fasrs that aince Tha President
will bs in Iowa in October, a Novembar dates will not vork. He
as:ud that you urge Doug to put a Septembar date back on the
calandar.

Redd centax:

Yeu may want to plant tha seed of z serious policy spasch by
the Preaident at the opening of the archivae. The themae of
Nur can be ussd pany powerful contaxte == bhoth
intaznationsl znd demsstic. A sericus dsesp spssch could add to
the day’s fastivitiss.

il HIBAN pNC 3394507

DNC226-02906
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Boag .
. '-que%fss L A0:34 A2 , 13 )l
l . . . Ve —r

"Protect”
Medicare.  Lifbline for owe mear
wvulnereble clizens.

President Clitgon hes o plan ®
profect  Modicare  benefis  gng

%?f ; balance the uﬂ“ﬁiﬁ&

' Climen weuld: ot govemment

wastn, Reduoo excese spendis

Siow medicg} infistion, &

: | The Republicans dimgres.  Thay

womt ®© cut Modieara by $270
- billlen.

;l By charging the eldmty $700 mors 2
yes¢ in premiums end $1700 oo
‘ for homs cxa,

Protect Madicare bemefis or cut
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MEMORANDUH FOR CEAIRMAN FOWLIR
CHALINAN

DoDD

ec: pOUS SOBNIK °

FROM: Harold .Icks@
SUBJECT: hugust DNC tims-buy

This confimms @y telephone conversation with Chairman Feowler on
Tuesday 15 August abeut the 2pproximately §900,000 for the DNC
nedicare tv spoet time~buy. He lnformed me that day that it would
ba possible t0 save $190,000-175,000 in "hard” monay if the spots
weére purchased by individual state democratic committeaes in a
svap arrangsment with the DN¥C rathar than being purchasaead
directly %y the DNC, and he aaked whather he could hold off a day
in purchasing ths ppots to give time to effactuata tha swaps. I
phene conferanced his in with Bill Knapp, of tha Sguier firm, who
described the process that would be raquirad in tarms of relsases
and transfars of meney, ste., as well as recutting the tag line
for ths spots from “peld for by the DRC" to “pald for" by the
respective dsmccratic stake compitteea, and the Chairman decidad
it was not worth the haesle. What I ay not clasyr about ig since
the DNC knev the prior waeek that this ime-buy wes going to be
purchased by the DRC and would ba up in & wvarjaty of different
szates, why steps vere not taken &t that timas to make the
appropriate arrengements to have the varicus demseratic state
committees run the ade @o that the DHC could conserve hard
d:llara wvhich, I have been ied to balisve, it has a real shortage
° .
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October 3, 1§95

¥ia. overnight Delivery

Honorable Bynum Gibson, Chair
Arkanses Damoccratic Party
1300 W. Capitol

Little Reck, AR 72201

Dear Bynum:

As discussed on today’s conference call, the DNC is proposing
that tha Arkansas Democratic Porty sponsor a television
sdvartisement, to ba run in the Little Rock market, attacking the
Republicans end promoting the Democratic Party’s poasition on
Medicars. A tape of the propossd advertisament is snclosed, along
with a copy of the script. The DNC would provide you with all of
the fundes nacessary to run the advertisaementa. It is up to you
vhather to have the state party sponsor thesa advertisements.

1f this meats with your approval, the advertisemants would run
this week, possibly beginning av sarly ss Wednssday.

As discussad, the DNC campaign division will ba in touch with
your ataff to answer qQuestlons and provida any additional
information neaded, and our Chief Pinancial Officer Brad Marahall
will ba in touch with your staff to discusa tha machanics of

payment.

If you have any guestions or &oncarns about this propossd
advertising campaign, pleass do not hesitats to call ne directly.

With b&st regards,
Sincerely yours,
-Yj:>L}*’1~

Ponald L. Fovler
National Chairman

Pard jor tn the Demotraic Non < Coatrituetians 10 the Demoeraie National Commtier sty 708t tledu 1414,

Democratic Party Headquariers ¢ 430 South Capitol Sireee, 5.E. + Washingeon, D.C. 206003 + 202.863.8000 * FAX: 202.863.8174

BET pNC 3374112

DNC180-02595
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October 3, 1995
Yia overnight Delivexy

Honorable Bill Press, Chair
California Democratic Party
8440 Santa Monica Blvd.
Los Angeles, CA 90089

Daar Bill:

As digcuaged on today’e conference call, the DNC is proposing
that the california Desmocratic Party eponsor a television
advertisemant, to be run in the Chico-Redding, Sacramanto-Stockton,
and Santa Barbara marketo, sttacking the Republicans and promoting
tha Democratic Party’s position on Hedicare. A tapa of the
propezed advertisemant ls encloszed, alony with a3 copy of the
script. Tha DNC would provids you with all of the funds necassary
to run the advertisaments. It ia up to you vhether to have the
state party sponsor thecse advertiseoments.

If this meets with your approval, tha advertisements would run
this vesk, posaibly beginning as early as Wednasday.

As discussed, tha DNC campalign division will ke in touch with
your sataff to anewer questiona and provide any asdditicnal
infornmstion needad, and our Chisf Financial O0Officer Brad Marshall
vill ba in touch with your staff to discuss the nechanics of

paynent,

If you have any gqueetions or concerns about this proposad
sdvartising cempaign, please do not hesitate to call me directly.

HWith best regards,
Sincerely yours,
Dy

Ponald L. Fowler
Hational Chalrman

Democratic Pzrty Headquarters « 436 South Capito! Street, $.E. * Washington, D.C. 20008 + 202.8563.8000 © FAX: 202.863.8174
Paid for In the Democrane Natronal Commuttee Contnbutions to the Democraur Natonal Commutee ave wol (ax deducnible

il pNeC 3374113
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DNC180-02596
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October 3, 1995

via Overnight Delivery

Honorable Mike Baeatty, Chair
Colerado Democratic Party
770 Grant S5treot, Ste. 200
Denver, CO 80203

Dear Mike:

As discussed on today’s conferaence call, the DHC is proposing
that the Colerade Damecratic Perty sponsor # talevisien
advertigement, to ba run ir tha Denver market, attacking the
Republicans snd promoting the Dewocratic Party’s position on
Maedicara. A taps of the proposed sdvertissment is enclosed, along
with a copy of the script. Thse DHC would previde you with all of
tha funds necessary ¢o0 run ths advartisementa. It ia up te you
wvhather to have the state party =zponsor these advertisaments,

If this meete with your appraval, the sdvertiesements would run
this week, poesibly bsginning as early as Wedneazday.

As discuseed, the DNC campaign division will ba in teouch with
your staff to ansver quaestiong ond provide any &additional
information nssded, and ocur Chief Finmancial Officer Brad KHarshall
will be in touch with your staff to discuss the mechanics of
payment.

If you hava any Queations or cencernms about thic proposed
advertising campaign, plesase do not hesitate to call me diractly.

With best ragards,
Ei:ffroly yours,
[_,Jl)

Donald L. Povlar
Hational Chalrman

Prud for bn the Democratic Nauona! Comuuee Contnbuiions o the Democranr Netional Commattee are nof 1ax detin i
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October 3, 1995

Via Overnight Delivery

i Honorable Terrie Brady, Chair
i Florida Democratic Party

i 517 N. Calhoun Street

god Tallahassea, FL 23201

Dear Terria:

As discussed on today’s contference call, tha DNC ie proposing
! that the Floridas Democratic Party speonscr & televisicn
i advartisement, to be run in the Miasni-Ft. Laouvdardale and Tazmpa-39t.
Pete markets, attacking the Republicans and proroting the
Democratic Party’s position on Medicarse. A tape of the proposed
advertisement is enclosed, along with & copy of the acript. The
L DNC would provide you with all of the funds necessary to run the

& advertisenents. It is up ¢o you whether to have the state party
#5 sponsor theoee advertissments.

i I? thie wsets with your approval, tha advartigements would run
this waek, possibly beginning as early as Wednesday.

A3 discussed, thes DNC csmpaign division will bs in touch with
your staff to answer quastiond and provide any additional
information needed, and our Chisf Financial 0fficer Brad Marshall
will be in touch with your staff to diecuss the mechanics of
paymant.

If you have any questions or concerng about this proposed
advertising campaign, please dc not hoasitate to call me directly.

With best regards,
Sincerely yours,
D

Donald 1I.. Fovler
Natienal Chairman

Democratic Party Hendquarniers » 430 South Capitol Street, 5.E. * Washingion, D.C. 20005 » 202.263.6000 - FAX: 202.863.8174
Paid jor In the Demorrane Nanonat Commetter Contnduiions 1o the Democratie Notonal Committer are nut 1ax dedue 1ty

-

DNC 3374118

DNC180-02598
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october 3, 15955

Yia overnight Delivery
Honorable Gary LaPaille, Chair
Democratic Party ef Iilinois

489 Masrchandise Mart
Chicago, IL 60654

Dear Gary:

As discussed on today’s conference call, tha DNC ie propoting
that the Illinols Democcratic Party goponsar a television
advertisement, to be run in the Pecria, Rockford, and Springfisld-
Dacatur Bwarkets, attacking the Republicans and promoting the
Damocratic Party’s position on Medicars. A tape of the proposed
advertisenant is enclosed, along with a copy of the script. The
DNC would provide you with all of the funds necessary to run the
advertisements. It is up to you whether o have the state party
gsponsor these advertisements.

If this maets with your approval, the sdvertisements would run
this wesk, possibly baginning as early ac Wedresdoy.

As digcueped, tha DRC campalgn division will be in touch with
your staff to answver guastions and provide any additicnal
information naeded, and our Chief Financisl Officer Brad Marshall
will be in touch with your etaff to discuse the mrechanice of
payment.

I you have any questions or concerns about this proposed
advertising campaign, pleasa do not hasitate to call me directly.

With best ragards,
Sinceraly youre,
Dle

Ponald L. Powvier
Natichal Chairusn

Democrasic Party Hesdquarters * 430 South Copitol Street. S.E. © Washington, D.C, 20003 - 202.863,8000 * FAX: 202.363.8174
Paid far W the Democrane Nappnal Commuier Coninbupipny to the Drmocrang National Commtter are uot inn dediucishie

iRl pNC 3374116

DNC180-02599
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October 3, 1%9%

Via Qvernight Delivery
Honorable Victoria Wurphy, Chalr
Haine Democratic Party

12 Spruce Straet
Augusta, ME 04332-%258

Dasr Victoria:

As discussed on today’s confarence call, the DNC is proposing
that the Maine Democratic Party sponsor & telgvision advertiaement,
to ba run in the Portland ME market, attacking tha Reopublicans and
promoting the Damocratic Party’s position on Wedicare. A tape of
the proposed advertisepent is snclossd, slong with a copy of the
script. The DNC would provide you with ail of the funds hecassary
to run the advertisemanta. It is up to you whather to have the
state party sponscr these advertisements.

I2 this peete with your approval, the advaertisements would Tun
this veek, possidbly baginning && sarly as Wsdnesday.

A3 discusced, the DNC campaign division will be in teuch with
your staff to angver gquestions and provide any sadditional
information nesded, and our Chief Financial Officer Brad Marshall
will be in teuch with your ataff to discuss the mechanics of

payment.

If you have any qQuaptions or concerns sbout this proposed
advertising campaign, please do not hesitate to call me directly.

With bast regards,
Sincaraly yours,

DY aten

Donald L. Fowler
Hational Chairman

Democratic Party Headquarters = €30 Scuth Capisol Street, S.E. « Washington, D.C. 20003 + 202.863.8500 * FAX: 202.463.8174
Paid jor by the Demoeraue Nanonal Committee Contrrdutions to the Dewmocrane Nauonal Commuliee are #ol 417 ilvefis £545

NEEH pNe 3374117

DNC180-02600
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| october 3, 1995
|
Via Overnight Dalivery
i Honorable Mark Brewer, Chair
5=t HMichigan Dewocratic Party
15 606 Townsend
3 Lansing, HI 48933
R
g Dear Mark:
§§ Az discuseed on today’s confarence call, the DRC is proposing
{5 that the Hichigan Democratic Party gponser a telsvision
b advertisament, to be run in ths Datreoit, Plint-3aginaw, Green Bay-
N Appleton, and Traverse-Cadillac markets, attacking the Republicans
L and promoting the Democratic Party’s poeition on Madicars. A tape

af of the propeosed advartiseszant is enclesed, along with a copy of the
= soript. The DNC would provide you with all of the funds necamgary

i to run the advertisements. It is up to you whether to have the
£ state party spongor these advertisemanta.
fii If this meats with your approval, the advertissments wénld ran

this wask, posgibly beginning as early as Wednesday.

As discussed, the DNC campaign division will ba in touch with
your stesff to answar questiona amd provide any additional
information needed, and our Chief Financlal officer Brad Harshall
will bs in touch with your staff to discuss the mnechanice of
payzent.

If you have any gquestions or concerns abcut this proposed
advertising campajign, please do mot hazitate to call ma dirsctly.

With best regards,
Sincerasly yours,

Y

Donald L. Fowler
National Chairman

Democratic Party Headquerters * 430 South Capitol Steeet, S.E. *» Washingion, D.C. 20003 - 202.863.0000 ¢ FAX: 202.883.8154
Fuud for by the Desmorratic Netignal Committee Coninbuiions to the Democranic Nauonal Commtter gre nof o dedus t2hle

fi DNC 3374118

DNC180-02604
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October 3, 1395

Yia Overpight Delivery

Honorable Mark Andrew, Chair
Minnesota Democratic Party
352 Wacouta Strest

St. Paul, MN 55101

Dear Mark:

&g discussed on today’s conference call, the DNC is proposing
that <the Minnesota Democratic Party eponscr a2 television
advertisenent, to be run in the Duluth-Supsrior and Minneapolis-St.
Paul markets, attacking the Republicans and promoting the
Democratic Party’s position on Medicare. A tape of the proposed
advertisement ies enclosed, along with a copy of the script. The
DNC would provide you with all of the funds necassary to run the
advertisementz. It is up to you whethar ¢o have the state party
aponsor these advertisements.

If this meots with your approval, the advartissements would run
this vaek, possibly baginning as early ae Wednesday.

Az discussed, the DNC caspaign division will be in touch with
your staff to ansver questions and provida any additional
information needed, and our Chief Pinancial officer Brad Marahsll
will be in touch with your staff to discuss the machanics of

payment.

If you have any questions or concerns sbout this propossd
advertising campaign, please do not hesitate to call me dirsctly.

With best regards,
Sincergly yours,
et

Donald L. Fowler
National Chairman

Democratic Party Headquarters = 430 South Capitol Street, 8,E. + Washiogion, D.C. 20003 + 202.863.8000 » FAX: 202.863.8174

Frud for i the Deenocratie Notionol Cammtier Contnbuions to the Democranic Nanonal Commttee are avt tun deidio st

DNC180-02602

IMEMEN pNC 3374129
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Qctobar 3, 1995

Via Overnight Relivery

Honcrabls Judith Hopas, Chalr
Now York Demccratic Party
60 EaBt 42 Street, Suite 1819

Revw York, NY 10165

Dear Judith:

As discussed on today's conference call, the DNC is planning
to run talavision advertisements in Naw York, in the Burlington,
Elmira, Syracuss, Utica and Watertown markete, attacking the
Republicans and preomoting the Dekocratic Party'e position on
Madicarae. A tapa of the proposed advertisament is enclozed, along
vith a copy of the ecript. The DNC will be paying for those
advertisements and the ads will run under our disclaimer (®Paid for
by the Democratic National Committes®),

1f this nests with your approval, the advertisemsnts would run
this wveek, possibly beginning as sarly as Waedneaday.

A discussed, the DNC campsign division will ba in touch with
your ataff to ansver gQuesticns and provide any additienal
inforpation nesdsd.

If vou have any guestions or concerns about this proposed
advertising campaign, please do not hesitate to call me diractly.

With best regerds,
Sincerely yours,
VD

Dongld L. Povler
National Chalrman

Democratic Party Headquaners = 430 Soush Capitol Street, S.E. * Washington, D.C. 20003 * 202.863.8600 ° FAX: 202.863.8174

Paid for b the Democranic Navonal Commtter Contnbutions to thr Democratic Nationoi Commuitee 8¢ not tus dedun tiie
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october 3, 1995

via ¢ ight Deli

Honorables John Sullivan
34 E. Bridge Street
ogvago, NY 10165

¢t

[P §
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gOH TS e

ti i

Desar John:

As discussed on today's conference call, the DNC ia planning
to run television advertisesents in Nev York, in the Burlington,
Elmira, Syracuse, Utica and Watertown parkets, attacking tha
Republicans and promoting the Democratic Party's position on
Hedicara. A tape of ths proposed advartisesment ic enclozed, along
with a copy of the script. The DKC will be paying for these
advaertisements and the ade will run undaer our disclaimar ("Paid for
by the Democratic National Committes”).
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If this meets with your approval, the advartisements would run
this weak, possibly baginning sz early aas Wadnesday.

o gy
iy

As discuseed, the DNC campaign division will be in touch with
your staff to answar gquestions and provide any additionnl
information needad.

If you have any questicns or concerns about this proposed
advertising campaign, plaase do not hesitate to call me directly.

With bast regards,
Sincerely yours,

D)o

ponald L. Fovler
National Chairman

Democratic Party Heodquarters * 430 South Capitol Strect, S.E. * Washingeon, D.C. 20003 ¢ 202.863.3000  FAX: 202.863.0174
Patd pur &n the Democratic Nanonal Commutits Contributions 40 the Democratie National Commtier ure nof fux dednenlie

-
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—
October 13, 1995
Via Overpight Pelivery

Bonorables David J. Leland, Chair
Ohio Damocratic Party

37 Wast Broad Streat, Suilte 43D
Columbus, CH 43215

Daar David:

As dimcussed on today’s conference c¢all, the DNC is propoeing
that the Ohio Demccratic Party sponscr & television advertisement,
to be run in the Cleveland and Teoledo marketsg, attacking the
Republicane and promoting the Democratic Party’s position on
Madicare. A tape of the prepossd gdvertisemaent is emclosad, along
with a copy of the script. The DNC would provide you with all of
the funds necessary to run the advertizements. It is up to you
whether to have the state party sponsor these advertisemente.

If this meets with your approval, the advertisements would run
this weak, possibly beginning as early as Wednesday.

Az discussed, the DHC campaign division will ba in touch with
your staff to answer questions s&nd provide any additional
infornmation nesded, and our Chiaf Pinancial Officer Brad Marszhall
will be in touch with your staZf to digcuss the mechanics of

payment.

If you hava any questions or concerns about this proposegd
advertising campaign, please do not hesitate tc call me directly.

With bazt regards,
Sincermly yours,
Dt)””—

Donald L. FPowiar
Natlonal Chairman

Pard tar M tar Democratie Ngtiungl Commutter Contntbutiuns 1o the Demorratie Natwaul Commdter ure #0f tas dedoiier..

DNC180-02605

Democratic Party Hesdquarters * 430 South Capitol Streel. S.E. » Washington, D.C. 20003 © 202.865.3000 + FAX: 202 863.8174

il DNC 3374122
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October 2, 199%

Honorable Joe Carmichael, Chair -

13
agw

o Missouri Democratic Party
Rt 419 East High Street
i Jefferson City, MO 65103
| 5? Daar Joe:

As dimcussed on today’s confersnce call, tha DNC is proposing
that the Hissouri Democratic Party sponsor a television
advertisemant, to be run in the Columnbia-Jafferaon City and st.
Louis wmarkete, &ttacking the Republicens and promoting the
Democratic Party’s position on Madicare. A tape of ths proposed
aavertisement is enclosed, along with s copy of ths script. The
DNC would provide you with all of the funds necasaary to run the
advartisements. It is up to you whether to have the astate party
sponsor thase advertisements.

) 'wm “—!'”‘l
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If this maats with your approval, the advertlisemunts would run
this wesk, possibly beglinning &s early aam Wadnasday.

O80 w LA™

"y gy

As discuesed, the DNC campaign division will be in touch with
your staff to anasvar wguastions snd provide any additionpal
information neaded, and our Chiaf Pinancial officar Brad Karshall
Wwill be in touch with your staff to discuss the nechanics of

payment.

If you have &ny guastions or concarns absut this proposed
advertising campaign, please do not hasitste to czll me dirasctly.

With best regards,

Sinceraly yours,
‘D!)—ﬂ/\

Donald L. Fowler
Waticnal Chairman

Democratic Party Headquarters © 430 South Capitol Street, 5.E. * Washingwn, D.C, 20003 » £02.85%.8000 - FAX: 202.863.80 53
Puid jor by the Democratic Nanonat Committes. Contrebutions to the Democrane Nanonai Commutee are noi tax dedinbile

SIINRN pNC 3374123

DNC180-02606
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Cetobar 3, 1955

Via Overnight Delivery

Honerable Mark S. Singel, Chair
Pennsylvania Damocratic Party
510 North Third Straet
Harrisburg, PA 17101

Dear Mark:

Ae diecussed on today’s confarence call, the DNC is proposing
that the Penngylvania Deswocratic Party sponsor s talevision
advertisezent, to be run in the Harrisburg-York-Lancastsr,
Johnstown-Altoons, Philadelphia, and Wilkes-Barre~3crantcn markets,
attacking the Republicans and promoting the Democratlc Party’s
position on Madicara. A tape of the proposed sdvertisement is
encloged, along with a copy of tha script. Tha DNHC would provide
you with all of the funds noceasary to run the advartisemants. It
im up to yocu whether to have the state parxty SpoORser these
sdvertisensnta.

I? this masts with your approval, the advertisements would run
this weaek, possibly beginning ae early as Wadnesday.

As discussed, the DNC canpaign division will be in touch with
your staff ¢to answer guastions and provide any additicnal
infeormaticn naedaed, and our Chief Financial Officer Brad Marshall
vill be in touch with your otaff to diecuss the wechanics of

payment.

If you have any quastione or concarns about this propossd
advertieing campaign, please do not hesitate to czll me directly.

with kast regards,
Sincerely yours,
DW

bonald L. Powler
Rational Chairman

Democratc Parry Readquarters * 430 South Capitol Street, $.E. » Washington, D.C. 20003 = 202.383.3000 + FAX: 102 863.8174
Faid for v the Democratie N C e Comtnbutians (o tAe Democrate Natonal Comptiliee are #ol 1ax dvdiv 105,
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October 3, 1995

Yiz overnight Relivery

Honorable Richard James, Chair
Rhede Island Democratic Party
100 Cottage Straat

Pawtucket, Rheda Ieland 02860

Daar Richara:

As dlscussed on today's conference call, the DRC is planning
0 run talevision advertisssents in Rhode Island, in the Providenca
parket, attacking the Republicans and promoting the Deamocratic
Porty's position on Kedicare. A tape of the propogfed advartivsmant
is encleosed, along vith a copy of the script. Tha DNC will be
paying for thaess advertisements and the ade will run under our
disclaimer {"Paid for by the Demmcratic National Committee®).

I? this paets with your approvel, the advertisements would run
thie waek, poesibly beginning as sarly as Wednesday.

As discussed, the DHC campaign diviglon will bes in touch with
your atsff to answer questions and provide any additions)
information needed.

If you have any guestions or concernsz absut this proposed
advertising campaign, pleass do not hssitate to call me dirsctly.

With best regards,
Sincerely yours,
DU

Donald L. Pouler
Rational Chairman

Democrutic Parry Headquarters * €30 South Capitol Street, 5.E. * Weshingion, D.C. 20003 ¢ 202.853.0000 + FAX: 202.863.6174
Paud for tx ihe Democratir National Comutiee Contribunions to the Demecratic Nanonal Commitiee are not 19x deducihi-
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October 3, 1995

Via Ovarnight Dalivery

Honorable Mark Sostarich, Chair
Wisconsin Democratic Party

222 State Streast, Ste. 400
Hadison, WI S3703

Dear Hark:

As discuesed on today’'s conference call, the DHC is propoeing
that the Wisconsin Democratic Party eponsor @& television
advertigemant, to be run in the Madizen and Kilwsukes markets,
attacking the Republicans and promoting the Damocratie Party’s
position on Medicara. A tapa of the propo=2d advertisement it
anclosed, along with & copy of the script. Tha DNC would previde
you with all of the funds necesgary to rmun the advertisements. It
is up to you whather to havae the atate party sponsor thene
advertisanents.

If this noets with youy approval, the sdvertisements would run
this weak, possibly beginning ag early as Wednesday.

As discussed, the DNC campaign division will be in touch with
your staff to ansver gquestions and provide any edditional
information needed, and our Chief Pinancial Officer Brad Karshall
vill- ba in touch with your gstaff to discuss tha mechanics of

payzent.

If you have any queations or concerns about this proposed
advertising campaign, please do not heasitate to call me dirsctly.

With bast regards,
Sincerely yours,
157

Donald L. Powler
National Chalrman

Pard for b the Dempcrance Nauonal Commatier Contnbuuions fo the Democrane National Cenmitiee are a0t tna dvitui ible
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March 29, 1996
Via Overnjght Delivery

Honorable Terrie Brady, Chair
Florida Democratic Party

517 N, Calhoun Street
Tallahassee, FL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a4 new television advertisement to be run in the Orlando,
Tallahassee, Panama City, Jacksonville, Ft. Myers and Tampa-St.
Pete markets, in place of the two spots currently running for this
week’s buy. The advertisement, entitled "No®, highlights the
efforts of Majority Leader Bob Dole to oppose the President’s
proposals for a balanced budget, welfare reform and tax relief for
working families, and the assault weapons ban, A tape of the
advertisement is enclosed. A copy of the script has previously
been faxed to you.

5 This advertisement would be run with the funds you have
o already sent to the media firm for this week’s buy.

If this meets with your approval, the advertisement would run
starting as early as tomorrow, Saturday, March 30.

The DNC campaign and communication divisions are available to
answer guestions.

If you have any questions or concerns about this proposed
advertising campaign, please do not hesitate to call me directly.

With best regards,
Sincerely ycurs,

bonald L. Fowler
National Chairman

Enclosures

0137957
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April 12, 1996

Vi v ight Deliv

Honorable Terrie Brady, Chair
Florida Democratic Party

517 N. Calhoun Street
Tallahassee, FL 23201

Dear Terrie:

ot The DNC is proposing that the Florida Democratic Party gspoenseor
2% a new television advertisement to be runm in the Tallahassee and
: Tampa-St. Pete markets, in place of the spot currently running.
The advertisement, entitled "Supports", responds to the RNC’s
current ad attacking the President and Democrats for opposing the
Republican tax plan, and points out that it is the President and
the Democrats who are proposing tax credits for families with
_ children and tax cuts for working families as part of a budget plan
2 that preserves Medicare, protects the environment, helps with
£ college tuition and saves anti-drug programs. A tape of the
advertisement is enclosed. A copy of the script has previously
been faxed to you.

The ad currently running, "No", will continue to run in the
Panama city, Orlando, Jacksonville, and Ft. Myers markets.

These advertisements would be run with the funds you have been
asked to wire to the media firm.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Saturday April 13.

The DNC campaign and communication divisions are available to
answer any questions you or your staff may have. Of course, if yoy
have any questions or concerns about this proposed advertising
campaign, please do not hesitate to call us directly.

Sincerely yours,

T

Ny PN Y

Christopher J. Dodd Donald L. Fowler

General Chair National chair
Enclosures
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April 12, 1996

Honorable Art Torres, Chaiy
California Democratic Party
8440 Santa Monica Blvd.
Los Angeles, CA 900893

Dear Art:

The DNC is proposing that the Californis Demccratic Party
sponsor & nevw television advertisement to ba run in the Szn Diege,
Cchico~Redding, Sacramento-Stockton, and Santa Barbara markets, in
place of the spot currently running. The advertisement, entitled
"Supports?, vasponds to tha RNC’as current ad attacking the
President and Democrate for opposing the Republican tax plan, and
points out that it is the President and the Democrats who are
proposing tax cradits for families with children and tax cuts for
working families as part of a budget plan that preserves Medicare,
protects the environment, helps with collegs tuition and savaes
anti=-drug programs. A tape of the advertisement ie encloeged. A
copy of the script has praviocusly been faxed to you.

These advertisements would ba run with the f.unds yeu have been
asked to wire to the media Zirm.

If this meets vwith your approval, the new advertisement would
run starting as aarly as tomorrow, Saturday April 13.

The. BNC campeign and communicatien diviasions ara avallable to
answer any quest:ion- you or your staff may have., Of course, if you
have any quesatichs or concerns about this propesed adveartising
campaign, plaaan do not heaitate to call us directly.

with Yebat) regaras,

Sinceraly youra,

chrtesdpher . Dodd pondld L. Fowler
Genaral Cheir Watienal ¢hair

Enclosures )

Democratic Pacty Heodquaners « 430 South Capltol Street, S.E. * Washington, D.C. 20003 ~ 202.863.8000 « FAX: 202.863.8074
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April 12, 1996

_."Honarable Terrie Brady, Chair: .. c . -
Florida Democratic Party )
517 N. Calhoun Street
Tallahasses, FL 23201

' Dear Terria:

The DNC is proposing that the Plorida Dumocratic Party sponser
a nav televigion advertisement to be run in the Tallahassee and
Tampa-St. Pete markets, in place ©of the spot currently running.
The advertisement, entitled %Supperte"”, wesponds to the RNC's
current ad attacking the President and Demccrats for cpposing the
Republican tax plan, and points out that it is the President and
the Democrats who are proposing tax credits for families with
children and tax cuts for working families as part of a budget plan
that preserves Medicare, protects the environment, helps with
college tuition and saves anti-druy programs. A tape of the
advertisement is enclosed. A copy of the script has previously
been faxed to you.

. The ad currently running, "Ne¥, will continue to run in the
Panama City, Orlando, Jacksonville, and Ft. Myers narkets.

These advertisenments would be run with the funds you have been
asked to wire to the nedia firm.

If this mests with your approval, the new advertisement would
run starting as early as tomorrow, Saturday Beril 13.

The DNC campajign and communication divisiong are available to
answer any quastions you or your staff may have. Of coursa, if you
have any gquestions or concerns apout this propssed advertising
canpaign, please do not hesitate to call us diractly.

Sincerely yours,

| LA
i Donrald L. Powler
General Chair Natiocnal Chair
Enclosures

Democratic Party Hesdquarters 430 South Capito) Street, 5.E * Washington, D.C. 20003 * 202,863.8000 « FAX: 202.863.8174
Pard for by the Demogratu Natonal Comuutiee Contnbuttons fo the Democranic Nangnal Cortmirter ote no! tax deductible
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April 12, 1996

Yia overnight Delivery
Honorazble Michael Peterson, cﬁair
lowa Democratic Party

431 ERast Locust
Des, Hoings, IA 50309

v

Dear Mike:

The DNC is proposing that the Iowa Dsmocratic Party sponsor a
¥ nev television advertisement to be run in the Des Moines market in
# place ofthe spot currently running. The advertisepent, asntitled

FTS "Supperta®, responds to the RNC’e current ad attacking the
= Pragident and Democrats for oppesing the Republican tax plan, and

points out that it is the President and the Demccrats who are
preposing tax credits for families with children and tax cuts for
vorking families a&s part of a budget plan that praservas Medicare,
protects the environment, helps with college tuition and saves
anti-drug programs. A tape of the advertisement ie enclosed. A
copy of the script . haz previocusly been faxed teo you.

The ad currently running, "Ro®, will continua to run in the
Caedar Rapids, Davenport, Sioux City and Rochsster-Masen City
narkets.

O

e,

ey, ey,

These advertisements would be run with the funds you have been
asked to wire to the media firm.

If this meets with your approval, the new advertigement would
run starting as @arly as tomorrow, Saturday April 13.

Tha DNC campaiygn and communicaticn divisions are available to
answer any guastiona you or your staff may have. Of courss, if you
have any queatiens or concerns about this propoaed advertising
campaign, pleasa d¢ not hsscitate to cesll us diresctly.

% Q regarda,
. si.%w yours,

retsPher” J. Dodd Donalé L. Fowler
Genaxal Chair National cChair

Enclosurss

Democratic Pasty Headquartera * 630 South Capito) Styeet, S.E. » Washingeoa, D.C. 20005 = 202.963.8000 = FAX: 202.863.8474
Pad for by the Democratic NVownal (: . Contsibttians to the Democratic Naieoral Commtiee are agl oy dedim by
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Honorable Bob Bakbage, Chair .

. Kentucky Democratic Party .
P.0. Box 694 L
Frankfort, KY 40602

-

Dear Bob:

The DNC is proposing -that the Kentucky Damocratic Party
sponsor a new television advertisement to be run in the Evansville
and Paducah markets, in place of the spot currently running. The
advertisement, entitlad “"Supports®, rasponds to the RNC’sS current
ad attacking the President and Dswmocrats for opposing 2he
Republican tax plan, and points out that it is tha Prasidant and
the Democrats who are proposing tax credits for families with
childran and tax cuts for vorking families as part of a budget plan
that preserves Medicare, protects the esnvironment, helps with
collage tuition and saves anti-drug programs. A tapa of the
advartisemant is enclosed. A copy of the script hae previously
been faxed to you.

The ad currently running, "No%, will centinue to run in the
Louiasville and Lexington markets.

These advertisements would e run with the funds yau have boen
agked to wire to tha media firm.

. If this meets with your approval, the new advertisament would
* run starting as esrly as tomorrow, Saturday April 13.

The DHC campaign and cosmunicaticn divielions ars available teo
answer any guestiona you or your staff wmay hava. Of course, if you
have any gquastiong or concerns about this proposed advertising
campaign, please do not heaitats to call us directly.

Sinceraly yours,
Dl

Chives - J. Dedd Donald L. Fovler
General Chair National Chair

Enclosuraes

Demceratic Party Headguaress » 430 South Cepitol Saeet. S.E. © Waskingion, D.C, 20005 + 302.863.8600 * FAX: 202,883.8174
Faid for by the Demecmitic N { Commitiee Contnin ¢a the Democratee Naliona{ Commultze are not (ax dedurisbir.
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April 12, 1996

Honorable Victoria Murphy, Chair
Mzine Democratic Party

12 Spruce Straet .

Augusta, ME 04332~-5258

Dear victcrip:

The DNC is proposing that the Maine Democratic Party sponsor
a new telavision aqvertisement to be run in the Portland market, in
placa of the gpot currently running. The advertisement, entitlad
sgypporte®, responds to the RNC’s current ad attacking the
President and Democrats for opposing the Republican tax plan, and
points out that it is the President and thes Democrats who are
proposing tax credits for families with children and tax cuts for
working families as part of a budgat plan that praserves Medicare,
protects the anvironment, helps with college tuition and saves
anti-drug programs. A tape of the advartisement is enclosed. A
copy of the script hae previously been faxed to you.

The ad currently running, "No®", will continue to run in the
_ Bangor and Presque lsle markets.

These advertisements would be run with the funds you have baen
asked to wire to the media firm.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Saturday April 13.

The DNC campaign and communication divisicns are avallable to
answer any gquestions you or your staff may have. Of course, if you
have any questions or concerns about this propesed advertising
campaign, please do not hesitatas to call us directly.

wfth Bedt regaras,

Sincerely yours,

YR

chPtefopher 7. Dodd ponafd L. Powler
General Chair National Chair

Enclosures

Democratic Party Headquariers * 430 South Capitol Street. §.E. » Washington, D.C. 20003 - 95%.86%.8600 * FAX: 202.853.B174
Patd for by the Democratie Nanong! C . Coarnin io thr Democrane Nabonal Commutlee are uet i deductihie
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Donald L. Fowler. Natinun! Chair » Christopher 1 Dodd. Genernd Lhun

April 12, 1996
via overnight Delivery
Honorable Mark Brever, Chair
Michigan Demvcratic Party

' 606 Townsend

Langing, MI 48933
Dear Mark:

The DNC is proposing that the Michigan Dasmocratic Party
sponsor a new television advartisement to ba run in the Datroit and
Lansing markets, in place ofthe spot currently running. Tha
advertisemsnt, entitlad "Supports®, responds to the RNC‘s current
ad attacking the President and Democrats fcor opposing the
Republican tax plan, and peints out that it is the Prasident and
the Democrats who are proposing tax cradits for families with
children and tax cuts for working familiss as part of a budget plan
that preserves Medicare, protects the environment, helps with
college tuition and saves anti-~drug pregrams. A tape of the
advertisement is enclesed. A copy of the seript has previously
been faxed ta you.

The ad currently running, "No", will centinue to run in the
Flint, Traverse City and Grand Rapids markets.

These advertisements would be run with the funds you have been
asked to wire to the media firm.

If this meets with your approval, the new advertisement would
run starting as early as tomerrow, Saturday April 13.

The DNC canpaign and combpunication divisions are avallable to
ansver any questions you or ycur atsaff may have. Of coursa, if you
have any quastiona'or concerns about this proposed advertlsing
caempaign, please do not hasltate to call uec directly.

Sincerely yours,

| )~

Chr '-'- 3. boaa ponald L. Powlar
Gernsyral Chair Hational cChair

Enclogsures
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April 12, 1996

Honorable Jan Jenkins, Chair -
Kaevada Democratic Party

1785 East Sahra Avenus, Suite 4-96
Las Vegas, NV 89104 . ..

Dear Jan:

The DNC is proposing that the Novada Democratic Party sponsor
& new televisien advertissment to be run in the Las Vegas markat,
in place of the spot currently running. The advertisement,
entitled "Supports®, responds to tha RNC/s current ad attacking the
President and Demeocrats for opposing the Republican tax plan, and
points out that it is the Presidant and the Demccrats who are
proposing tax credits for families with children and tax cuts for
working families as part of a2 bhudget plan that praserves Medicare,
protects tha environment, helps with ccllage tuition and saves
anti-drug programs. A tape of the advertisement is enclosed. A
copy of the script has previously been faxed to you.

The ad currantly running, "Neo", will continue to run in the
Reno market.

These advertisements would be run with the funds you have been
asked to wire to the media firm.

If this meets with your approval, the nevw advertisement would
run starting as early as tomorrow, Saturday april 13.

The DNC campaign and communication divisions are avallakis to
answer any guestions you or your staff may have. Of course, if you
have any questiona or concerns about this proposed .advertising
campaiyp lgase do not hesitate to call) us directly. .

é.ragaqdu,

g Sincersly yours,
chrIStopher 7. Dodd ponald L. Fowler
General Chair Natiocnal Chair

Enclosures

Democratic Party Headguasters * 430 Somth Capitol Street, S.E. « Waskinguon, D.C. 20003 » £02.369.3000 - FAX: 202.863.8174
Paud for by the Democrane National Commiitee. Contnibutions to the Demoeratic National Commutlee ate nof 1na dednenible
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April 12, 1995

. . '.' . . .
Hoﬁorablc pavid 7. Leland, Chair .
Ohio Democratic Party .

. 37 West Broad "Strest, Sulte 430
Columbus, OH 432153

it
prt

Déur David:

ahen ety e,
Bopr e v
¥

noy .
R

The DNC is proposing that tha Chio Democratic Party aponsor a
nev television advertisement to be run in the Cleveland market, in
& place of the spot currently running. The advertisement, entitled
g "Supports", rasponds to the RNC’s current ad attacking the
President and Democrats for oppoaing the Republican tax plan, and
points out that it is the President and the Demccrats who are
proposing tax credits for families with childrem and tax cuts for
working families a3 part of a budget plan that praeserves Medicare,
proiscts the environment, helps with college tuition and saves
anti-drug programs. A tape of the advertisement is enclesed. A
copy of the script has previously been faxed to you.

A

The ad currently running, "No¥, will centinus to run in the
Taledo, Cincinnati, Dayton and Youngstown markets.

These advartisements would be run with the funds yeou have been
asked to wire to the media fimm.

If this meets with your approval, the new advertisement would
run starting as early as toworrvow, Saturday April 13.

The DNC campaign and communication divigions are available to
‘ answer any questions you or your staff may have. Of courss, if you
‘ have any questions or concerns about this proposed advertising
campaign, pleass do not hesitate to cull us directly.

| wifn' t\regards,

Sinceraly yours,

\ U%

. chriB¥Sphar J° Dodd Dondld L. Powler
General Chair National Chair
Enclosuras

Demeocrstic Party Eeadquarters « 430 South Caphwi Screet, S.E » Washingtoa, D.C, 20008 ¢« 292.863.8000 = FAX: 202.063.8174
Pard Jor by the Democuatic N [ Comsuttee. Contrthations fa the D A/ { Commuties nre not 1y dedwitilde

-

BT

il DNC 3079724

DNC068-01676

ATPACHUENT
Page B of . lz @°‘C'|9~




®
e OETDCRANI < IOIORAL = COMAMIES

| ’88 Donald L. Fowler. Nutional Ehur o Christupher | Dodd. fienerd (o

‘April 12, 1996

Honorable Margaret Carter, Chair
Oragon Damocratic Party

711 S.W. Alder #2306

Pozrtland, OR 57205

Dear Jana:

Tha DNC i3 preposing that the Oregon Democratic Party sponsor
a new telavision advartisement to ba run in the Portland market, in
place of the spot currently running. The advertisement, entitled
"Supporta®, responds to the RNC’6 current ad attacking the
Presidaent and Democrats for ¢pposing the Republican tax plan, and
peints out that it is the President and the Dsmocrats who are
proposing tax credits for families with children and tax cuts for
working families as part of a budgat plan that pressrves Medicare,
protects the environment, helps with college tuition and saves
anti-drug programs. A tape of the advasrtisoment is enclosed. A
copy of the script has praviously been faxed o you.

The ad currently running., "No", will continue to run in the
Medford and Eugene markets.

These advertisements would be run with the funds you have been
asked teo wire to the madia fizm.

If this meets with your approval, ths new advertisemsnt would
run starting as early as tomorrow, Saturday April 13.

The DNC cappaign and communication divisions are available to
answer any gquestions you or your staff may hava. Of course, if you
have any questiong or concerns about this proposed advertising
campaign, please do not hesitate to call us dirasctly.

4 regards,
i Sincerely yours,

|

Christopher J. Dodd DonaTd L. Fowler

Gsneral Chairx National Chair
Enclosuras

Democrutic Pusty Hesdquarters « 450 South Capitol Smeey, S.E. + Washingion, D.C. 36003 « 202.063.8000 » FAX: 202.803.0174
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- April 12, 1596

-

Via Overnight Delivery .
Honorable Bill White, Chair
Texas Damccratic Party

815 Brazos ‘ .
Austin, TX 78701 .

Dear Bill:

Tha DNC is running a nev talsvision advertisesent the Beaumont
market, under our own disclaimer. The advartisement, entitled
"Suppeorts™, responds to ths RNC’'s current ad attacking the
President and Democrats for opposing the Republican tax plan, and
points out that it is the President and the Democrats who are
proposing tax credits for families with children and tax cuts for
working fawilies as part of a budget plan that prescrves Medicare,
protects the environment, haelpz with college tujition and saves
anti-drug praograms. A tapa of tha advertisement is enclesed. A
copy of the seript has previously been faxed to you.

The DHC campaign and communication divisions are available to
ansWwer any guestions you or your staff may have. Of course, if you
have any gquestions or concerns about this proposed advertising

plesase do not hesitate to call us directly.

Singerely yours,

ChritedPher J. Dodd Donsld L. Powler
Gaheral Chair National Chair

Enclosures

Democratic Perty Headguartera » 430 South Capitel Street, 5.E + Washingion, D.C. 20009 » 202.863.8000 » FAX: 202.565.4174

Paed for v the Dewocratic National C r. Contnb 1o the Deworsoae Natonal Commitiee are wot tax drlirubir
gl

T

5 Jr S
i Bﬁﬂﬁ‘

Bl DNC 3079726

DNC068-01678

ATTACHMENT __ig._-—-

Page___LQ;of.i;a}__ |0 6—\0’ |

-



S ORI ORI
L'_g;ﬂ_) Donald L. Fowler. Natonal Charr * Christopher J. Dodd. Ceeral Chur

April 12, 1996

Yia Overnight Delivexy
Honorable Paul Barendt, Chair
Post Office Box 4027 -
Sesattle, WA 283104

Dear Paul:

_ The DNC is proposing that the Washington Demccratic Party
" spongor a nev television advertigement to be run in the Seattle
market, in place of the spot currently running. The advertisement,
entitled “Supports", responds to the RNC’S currant ad attacking the
President and Democrats for oppusing the Republican tax plan, and
points out that it is tha President and the Democrate who are
preposing tax cradits for familles with children and tax cuts for
working families as part of a budget plan that presarves Medicare,
protects the environment, helps with college tuition and saves
anti~drug programs. A tape of the advertisement is enclosad. A
copy of the script has previously been faxsed to you.

ER
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The ad currentiy running, "No*, will continue te run in ths
Spokane and Yakima markets.

These advertisements would be run with the funds you have been
asked to wire to the media firm.

If this wests with your approval, the new advertisemant would
run starting as early as tomorrow, Saturday April 13.

The DNC cazpaign and compunication divisions are available to
answer any gquestions you or your staff may have. Of course, if you
have any questions or concerns about this proposed advertising
campaign, plaase do not hesitate to call um directly.

Sinceraly yours,

V™

Chy 1Y ' er’3. Dodd Don&id L. Fowler
General Chair National Chair
Enclesures

Democratic Parey Hesdquartera « 430 South Capitol Soreet, S.E, * Washipgton, D.C. 20003 « 202.863.8000 » FAN: 202.852.8174
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April 12, 19%6

-

. Honorable Mark Sostarich; chair.. T ' SR
Wisconsin Democratic Party . ’ .
- 222 Btate Strest, Ste. 400 : oLt .

Madison, WI 53703
B Dear Mark:

The DNC is proposing that the Wisconsin Damocratic Party

Bt sponsor & new talavision advertisemant to be run in tha Madison
B market, in place of the spot currently running. The advertisement,
entitled "Supports", responds te the RNC’s current ad attacking the
President and Democrats for opposing the Republican tax plan, and
points out that it is the Prasident and the Derccrats who are
proposing tax craedits for families with children and tax cuts for
working families as part of a budget plan that preserves Medicare,
protects the environment, helps with college tuitioen and saves
anti-drug programs. A tape of the advertiszement is enclosed. A
copy of the script has previcusly been faxed to you.

The ad currently running, "No¥, will continue to run in the
Green Bay, Milwaukee, LaCrosse and Wausau markets.

These advertisements would be run with the funds you have been
agsked t6 wire to the media firm.

If this meeots with your approval, the new advertigement would
| run starting as garly as tomorrow, Saturday April 13.°

The DNC campaign and communication divisions are available to
Ansver any gquestions you or your staff may have. Otcouruu,ifzuu
have any questions or concerns about thig propesad advertising
campaign, please do not hesitate to call us directly. L

Sipceraly yours,

AW \/ L )

Christopher J. Dodd Donald L. Fovler -
Gensrxal Chalr Hational Chair .
Enclosures -
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April 19, 1996

Via Overnight Delivery

Honorable Terrie Brady, Chair
Florida Democratic Party

517 N. Calhoun Street
Tallahassee, FL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a new television advertisement to be run in the Orlando, Panama
City, Jacksenville and Fort Myers markets. The advertisement,
entitled "Photo", highlights the opposition of Speaker Gingrich and
Majority Leader Dole to the Brady bill that the President got
passed, and calls for resisting the current efforts of Gingrich and
Dole to repeal the provisions of the President’s crime plan for
100,000 new police and for strengthening schoeol anti-drug programs.
A tape of the advertisement is enclosed. A copy of the script has
previously been faxed to you.

The ads currently running, “No" and "Supports", will continue
to run in the Tampa-St. Pete and Tallahassee markets.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Saturday April 20.

The DNC campaign and communication divisions are available to
answer any guestions you or your staff may have. Of course, if you
have any guestions or concerns about this proposed advertising
campalgn, please do not hesitate to call me directly.

With best regards,
Sincerely yours,

Y Yy
Donald I.. Fowler

National Chair

Enclosures

013738
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April 26, 1996

VYia overnight Deliver

Honorable Terrie Brady, Chair
Florida Democratic Party

517 ¥N. Calhoun Street
Tallahassee, FL 23201

Dear Terrie:

The DNC is propesing that the Florida Democratic Party
substitute, for the advertisement currently running entitled
*pPhoto," a new advertisement entitled YBackground."® The new
advertisement includes certain language changes reflecting the
impact of the Fiscal 1996 budget agreement, and continues to call
for support for the President’s propesals for fighting crime and
helping schools in the face of opposition by the Republican
leadership in the Congress. A tape of the advertisement is
enclosed. A copy of the script has previously been faxed to you,

The new advertisement would run in the same markets in which
“Photo" is currently running.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Saturday April 27.

The DNC campaign and communication divisions are available to
answer any questions you or your staff may have. Of course, if you
have any questions or concerns about this proposed advertising
campaign, please do not hesitate to call us directly.

best regards,
Sincerely yours,

. ) L
N = o ‘

Christopher J. Dpdd Donald L. Fowler

General Chair National Chair

Enclosures
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May 3r 1996

Vvia Overnight Delivery

Honorable Terrie Brady, Chair
Florida Democratic Party

g 517 N. Calhoun Street

21 Tallahassee, FL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a new advertisement, entitled "Finish." The advertisement
highlights the fact that the President’s budget priorities were
protected in the 1996 budget because the President stood firm,
despite opposition from the Republican leadership, and calls for
i support for the President's 7-year balanced budget plan. The spot
i would run in the Orlando, Tallahassee, Panama City, Tampa=St. Pete,
e Jacksonville and ft. Myers markets. A tape of the advertisement is
enclosed. A copy of the script has previously been faxed to vou.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Saturday May 4.

The DNC campaign and communication divisions are available to
answer any gquestions you or your staff may have. Of course, 1if
you have any questions or concerns about this preposed advertising
campaign, please do not hesitate to call us directly.

\best regards,
Sincerely yours,

‘ i}:::> |
%

Christspher J. Dodd Dénald L. Fowler

General Chair National Chair
Enclosures
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May 21, 1996

Vi AL iant ive

Honorable Terrie Brady, Chair
5 Florida Democratic Party
L 517 N. Calhoun Straet
= Tallahassee, FL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a new advertisement, entitled "Same." The advertisement highlights
the fact that the Presidant’s budget priorities were protected in
the 1996 budget because the President stood firm, despite
opposition from the Republican leadership, criticizes the latest
Republican budget plan and calls for Congressional action on the
President’s plan. The spot would run in the Jacksonville, Ft.
Myers, Orlando, Tallahassee, Panama City and Tampa-St. Pete
markets. A tape of the advertisement is enclosed. A copy of the
script has previously been faxed to you.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Wednesday May 22.

The DNC campaign and communication divisions are available to
answer any questions you or your staff may have. Of coursas, if you
have any gquestions or concerns about this proposed advertising
canpaign, please dc not hesitate to call us directly.

f best regards,

Sincerely vours,

A M~ ii:)é}eat,,,
chriftopher J. Dodd Donald L. Fowler
General Chair National Chair

Enclosures
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May 31, 1996
Yia overnight Delivery

Honorable Terrie Brady, Chair
Florida Democratic Party

517 N. Calhoun Street
Tallahassee, FL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a hev advertisement, entitled "Side.™ The advertissment calls
attention tc the opposition of Republican 1leaders to the
President’s legislative accomplishments reflecting our national
values; hignlights the fact that the President’s priorities were
protected in the 1996 budget despite Republican opposition; and
calls for Congressional action on the President’s plan. The spot
would run in the Orlando, Tallahassee, Panama City, Jacksonville,
Ft. Myers and Tampa~-S*. Pete markets. A tape of the advertisenent
is enclosed. A copy of the script has previously bsen faxed to
you.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Saturday, June 1.

The DNC campaign and communication divisions are available to
answer any gquestions you or your staff may have. Of course, if you
have any guestions or concerns about this proposad advertising
D, please do not hesitate to call us directly.

best regards,

sincagsly yours,

FAR P X A ' . R PR F R A T R T T TTYT A
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General Chair Naticnal Chair
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June 11, 1586

Via overnight Delive
Honorable Terrie Brady, Chair
Florida Democratic Party

517 N. Calhoun Street
Tallahassee, FLL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a new advertisement, entitled "Dreams." The advertisement promotes
the President’s proposal to provide tax credits of $1,500 a year
for two years of college tuition, covering the cost of attending an
average community college and making all colleges more affordable.
The spot would run in the Orlando, Tallahassee, Panama City,
Jacksonville, Ft, Myers, and Tampa-St. Pete markets. A tape of the
advertisement is enclosed. A copy of the script has previously
been faxed to you.

If this meets with your approval, the new advertisement would
run starting as early as tomorrow, Wednesday June 12.

The DNC campaign and communication divisions are available to
answer any gquesticns you or your staff may have. Of course, if you
have any questions or concerns about this proposed advertising
campaign, please do not hesitate to call us directly.

'Y best regards,

Sincerely yours,

ChriZtopher J. Dodd Ddnald L. Fowler
General Chair National Chair

Enclosures

n13731
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June 14, 1996

Via overnjght Delivery

) Honorable Terrie Brady, Chair
i Florida Democratic Party

i 517 N. Calhoun Street
Tallahassee, FL- 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
a new advertisement, entitled "Defend." The advertisement critizes
the Republican bhudget propcsal and promotes the President’s
: propesal to provide tax credits of $1,500 a year for two yearsg of
afs college tuition, covering the cost of attending an average
i community college and helping adults go back to school. The spot
’ would run in the Orlando, Tallahassee, Panama City, Jacksonville,
Ft. Myers, and Tampa-St. Pete markets together with the
advertisement currently running, entitled “Dreams". A tape of
"Defend® is enclosed. A copy of the script has previously been
faxed to you.

If this meets with your approvél, "Defend" would run starting
as early as tomorrow, Saturday June 15. .

The DNC campaign and communication divisions are available to
answer any questions you or your staff may have. Of course, if you
have any questions or concerns about this proposed advertising

camralgn, please do not hesitate to call us directly.

best regards,
Sincerely vours,

y

: L
I 0 LY
Christopher J. Dodd Doriald L. Fowler
General Chair National Chair
Enclosures
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Honorable Terrie Brady, Chair
Florida Democratic Party

517 N. Calhoun Street
Tallahassee, FL 23201

Dear Terrie:

The DNC is proposing that the Florida Democratic Party sponsor
an advertisement, entitled "Values.2.v The advertisement calls for
support of the President’s budget plan and contrasts it with the
Republican leadership’s budget proposal. The spot would run in the
markets where "Defend" is currently running. A tape of "Values.2"
is enclosed. A copy of the sciipt has previously bean faxed to
you.

If this meets with your approval, “Values.2" would run
starting as early as tomorrow, Thursday, June 27.

The DNC campaign and communication divisions are available to
answer any questions you or your staff may have. Of course, if you
have any questions or concerns about this proposed advertising
g, please do not hesitate to call us directly.

‘jbest regards,
! Sincerely yours,

DN
"ophér‘J. Dodd Donald L. Fowler
General Chair National Chair
Enclosures
\ﬂ-b"
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21 November 199s

MEMORANDUM TO CHATIRMAN DODD
* CHAIRMAN FOWLER

cc JOE SANDLER
BOBBY WATSON
BILL XNAPP

FROM HAROLD ICKES (B
RE Monies owed by various Democratic state

parties to Squier, Knapp as of 21 November
1995

Bill Knapp informed me -cday (Tuesday! cnat varicus
Jemocratic state parties oweu his £irm approx.mataly $2.4 miil:ion
for te.evision time buys p.aced through the state parties for ihe
pericd 1l October through 30U Novemder. 1 don't Xnow wnat the
legal ramificacions are. buz his fixm 1s not a banx for the DNC
I rrust that you will take :mmediace steps tc rectify chis
sicuataion.

T suggest that the week im~ediataely #:ll.wing TRanASgivite,.
we have 2 meeting with My . “napp Lo dogeuss Yiow CALS proesdure
can be rade more efficient anc z.mely.

Honotd,

&b a CV“%wvca Coll sededuled
2l B0 oy £, P fwg"i&wmm/\ { aarow).
W, 9 B»—%w wp on Huno to s Stue Hhed WK s

%M()VQS'

" Confidential Information
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1722-98 10:04

[£202 456 6797

262 456 6797

CHIEF QF STAFF Qo002

Eor pedods
11-17 Octicber $41,000
19-25 Cewber $39,000
26 October - 11 November  $39,000
2-10 November $266,000
10-16 November $556,000
17-30 Novemmber $1,167,000
Sat/ Sun 25/26 November __5$300,000
$2,408,000

Cfnﬁdcntial Information

DNC071-63293
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April 12, 1925

KEMORANDUM POR HAROLD ICKES
FROM: JOE SANDLER
SUBJECT: DIVISION OF ACTIVITY BETWAEN RE-ELRCT AND DNC

Attachad ig an ocutline addresaing the gquestions you raised
with respact to legal rules governing the division of activity,
including the work of consultants, betwean the DNC and the re-
alection comaittee, and with respect to the ijmpact of & primary
chmllengs. Thie outline reflects discussions azmong Bruce, Lyn,
Cheryl and mysalf and has bean revisved, revissd and approved by
Bruce, Lyn and Charyl, and Bobby.

cc: Chairpan Powlar
Bruce Lirdghyd
Cheryl Mills
Lyn Utrecht
Bobby Watson

DNC080-00038
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polling--for axaeple:d

¢ Dirsction of country

& Pavorability/icb performance of Democratz in
ganazal, Democrats in Congrass

e Dems vs. GOP on who would do a baetter job on
issua, who do you trust mora to do X (manage the
aconcmy, cut thae deficit, manage foreign policy,
ate.)

¢ Hore/lass likely to vote for somsone who supports
Fresident’s Clinton’s policies on various igsues

¢ Hora/lass likely to vots Democratic after hearing
particular Presidential statement

¢ Cpinions on issues, including ratings of spacific
alerents of Administration positiona/propossls
(would you favor welfare reform plén that does X,
Y, 2)

e Effect on the Party or candidates of aligning
with tha President genterally or on particular
iasues (would you ba Bore or lasg likely to vote
for a Demccrat for Congreass, generally, for
Govarnor, etc. if hs generally supportsd the
Prasident, if he supported President Clinton’s
pogition on X, ate.)

ARy ") CN8
~=for exanple:

] Favorability/job performance ratings of the
President

® Pavorability/jcb performance ratings of GOP
opponants: Dola, Gramm, Alaxander, Wilson at. al.
{but Gingrich guosticns OK for DNC to pay)

o Questions testing impact on presidential
prafarsnce (after thinking about X, heering X dosas
that make you more Or less likely to vota for
Pragsident Clinton, vote for Dola, otc.)

¢ Issus iEpact on presidential preference (would
you be more or less likaly to vote for Presidant for
soasone who favors X)

DNC080-0003%

ATMMHT..&EW__ ‘
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2
3. Gentractual arrangemant:

¢ Bach pollaster will have 2 contract with DNC and
a osparate cantract with re-clsction committee.

o Polles vill bz jeoint. Based on reviev by counssl,
DNC and re-elect will sgree in advance on how ¢to
split the costs given the typas of guestions in the
propossd poll.

e DNC and re-glect will then ba saparately invoicsed
accordingly.

4. Under the above sxrrangement, DHC and re-¢lect/White
Bouse principals and officials cam all cde rasults from
entire poll--not just the guestions for which they paid.

(é.g. Carville & Basgala; Dewsy Sguars for producing
plans, reports, providing oral and written advica)

o Preparing for coordinated campaigns

, ¢ Strategles for various alenments of the

N alectorate (basa vote, catageries of persuadables,
atc.)

e Advice on nessaga-~for Fowler and Dedd

a spsachas/pedia appearances, DNC cossmunications,
t: ate.

L

a_and sdvice apecific to
Jixocasn. . and. conduct  of

-
Y ANt  ReRIBAL AN

¢ Hav Hazpshire plan/iowa plan

e hdvieca/reporits/mencs to POTUS/VPOTUS, senior WH
political officials and re-slection caepaign
officialse

© Attendance at mestings specific to re-election

caspalign

3. Contractual sarrangazent:
¢ Pach consultant will have a contract with DNC and
a separate contract with tha re-elect. Each
contract wvill define the szcopa of work appropriate
to the contracting antity (DNC varsus re-slect).

¢ Muat be prepared to show actual work product

I} DNC 3112870

DNC080-060040
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under each contract.

:Aon--Iuplenontetion

(a.g., on the ground organizing and voter contact
activity (Dawey Square, other oparatives in keoy states);
product designed for such activity (HCEC targeting)).

1. vt Capn DAY

ineluding
e MNCEC targeting for use in all Xey states in the
'95 general election (howaver weé want to define
them)
e Organizers in key states to build networks, werk
with stete parties and groups, do politices with
activiste and elected officials, for ‘96 dJdensral
election.
s Organizing to increass Danocratic votaer turnout
genarally in prisaries/caucuses (not foxr a
particular candidats).

] Oparatives in New Hamspshire, lowa elsauberas
engaged in organizing specitically for ths priasary
or caudlus.

# Targeting data or othar pruoduct for specific use
by those oparatives in genarating vote for the
President in thoss contasts.

3. Contractual arrangament:
e Each conaultant will hava its own contract with
tha DNC end, if needed, & szsparate contract with
the re-nlect.

o Product for ume spéecifically by the re-elact
- (@.g., NCEC targating data for use in a specific

- primary or caucus) muast ba ordered by and pajd for

by the re-elect.

® Caneral oral/vritten advice to President and DNC
Chajire on Party/Administration nessagas

e Sposchwriting for gemoric political events (e.q.,
Kate speachas for Gridiron, v Radio

AEREE

DNCG80-00041
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=Correspondents, etc.--assuming current scope of

work)

® Hike Shashan’s work with Party eand
Mzinistration officiais. (He voluntears hie time
for the President).

¢ Ganeral oral/uritten advice on media and message
to President on communications to be undertakan by
re-alect

o Generzl oral/written advice on psdia and messagas
to za-elect officiais and staff

® Crastive services, production, tims buying for
re~glact natarials and sedie

3. Contractual arratigement:
s DMC and ro-glect aach have thair own contzacts
for media consultant(s), if any, to bs nased
s Shashan would have contrect with DHC only
o FKatz would continue to have contract with DNC
only
E. Dizect sall

pHCc and re-elect each have (or will have) their own
contracte with Kalchow.

Includea:

o DiC-paid volunteers st the ¥hite Houase (eseuming
current responsibilities, not work for re-elect)

® Trinkets .

o Political travel not sponacrsd by any entity and
politicsl travel on behal? of candidates but unpaid
{excluding trave) for the re-alact itsslf)

¢ Partisan neetings and events at ¥White Houmae
(broakfasts with DemocTatic Membars of Congress,
ste., but not avents specifieally for re-elect
donora)

o Geheral mesting and entortainment expanszes

¢ Christmas cards

¢ Christmas recaptions and entertainment

mennAERIQ pNC 3112872
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¢ These activitias erg undertaken for the Presidest
in hie capacity as Perty leadez--not as a
candidate.

e RNC continuad to pay these costs in 1991 even
after Bush became caniidate for ru-slectien .

Use of iJoint polls and common

connultanu, and othes forms of coopsration by DHC exclusively
with the re-elect (to the esxclusion of ony challengar(s)) are
justified because:

1. DHC has alvays begun to support and work for tha
noninae s soon as it was clsar the race vas cvar. That
situation exists right now. Non-frivolous figuraz may
azek the nomination but thera is no doubt about ¢the
outcess. The DHC cannot afford to refrain from laying
the groundvork for a successful ganeral election.

2. The Prasidant is tha loader of the Paxrty and the DNC
has the right and obligation to support him in that rola.

3. The DKC/Democratic Party hae an institutional atake
in tha success of the Prasidency bacauge it affecta the
aloction of Damocrats &t evary level in 19%6.

4, Thore is no 'lagnl ispediment to the above approach.
The DHWC charter reguires nouteality but this language--

o Applies by ita terms only to tha conduct of the
delegate salection procezs itself

¢ cContezplated & contested nomination for an opan
seat--not an incumbent Prasident

© Eas navar provented DNC from bheginning work and
planning for general election ia full cosparaticn
with nominee {subjact to elaction law réstraints)
a8 soon as nomination wae effsctively locked up--
‘have not vaited until Convention.

Paynant for White Houee support is

juatiricd, 1n particulu:, because

1. Political activity cannct be paid <for with
appropriated funds.

DNCGB80-00043
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3. These activities are undertaken by the President in
‘I:.iﬁn capacity as party leadar ard benafit the Party as a
ole.

o C(Christmasg cards and trinkats--usad for friends
and supporters

® Dempocrate=-only meastings and brezkfasts

e Cther entsrtaimsent--curzies geodwill among
diffarent groupz and saguents of tha public, o the
banefit of the Party genarally.

3. Precedent: the RNC paid for these motivitiaes in lats
1991 even after Buchanan hecame a candidate for the GOP
ncainm:ion.‘_&

DNC080-60044
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22 June 1995

This letter constitutes the agrssment with <¢he Media Team,
consisting of Squier/Knapp/Oche Communications, Hank Sheinkopf and
Marjus Pencznar Productions, to provide campaign services to the
Clinton/Gore ‘96 Primary Committee, Inc. ("Committee”).

These services shall include the following, as reguested by the
Committaea:

1. Genaral campaign consulting with specific
smphasis on commpunications;

2. Production of radio and television
compunications;

3. Radio and television buying services.

The fee for these services shall be the atandard fifteen (15%)
percaent commission on all radio and telavision media purchased
("media buys" or "tima buys”) by the Committes for the first
$2,400,000 of time buy. The coumission for any subgeguent time
purchagsed by tha Medla Team, if any, on behalf of the Committes,
shall ba subject to nutual agreement of the parties to this
agraement.

Production, consulting and research expsnses will be charged at
cost and will ba evidenced by detailed invoices submitted to tha
Committee, prior to payment by the Committee. Subject to the last
sentence of this paragraph, payment of estimataed production costs
for each flight of media will ba due at the mams time funds are
wired to pay for the time buy. Wheras production occurs in advance
of the actual time buy, the Cemmittee will ba provided with an
inveice . detailing the estimated cost. In any event, the Committae
will have up to seven {7) working days following recaipt by it of
an invoice to pay the invoice.

The Media Team will provide the Committes with a complete and
detailed accounting of the production account monthly. At each
accounting, any prepaid amounts in excess of actual costs will be
credited to the Committae, and any production costs in excess of
the prepaid amount will be billed to the Committes.

Long distance phone costs and rasearch expenses in connection with
production, consulting and mnediz buying activities for the
Connittee will be billed at cost.
CLINTON/GORE "96
PO. Box 19300 WaSHINGTON, D.C. 20036-9300 PHONE 202/331-1996
Paid for by the ClintoniGore '96 Primary Commitsee, Inc.
Coniributions fo Clinton/Gore ‘96 ave net Tax Deduztibhe.
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Travel and personal expenses incurred in connection with the
Comnittee, including expenses for both production and consulting,
will be billed to ths Committee at cost. No single axpeanse in
axcegs of §5,000 shall be incurred on bzhalf of the Committes
withcut the prior written consent of the Committee.

It is agread that the maximum amount for production, rasearch,
consulting and other expensas and costs, in the aggregate, for the
TV ads praoduced by the Maedia Team in connection with TV ads aired
by the Committse during late June and July 1995 (including such
costs and expenses in relationship to TV ads initiated or produced
but not aired) shall not exceed $36,000. Any costs or expenses in
axcess of $36,000 for preoduction, research, consulting or
otherwise, in connection with such TV ads for that period of tinme
{(whether or not aired) shall be paid for by the Media Tean from the
standard commission referred to above.

OTHER CONSULTANTS

Thia agreement does not give the Media Team exclusive rights with
respect to any services to be provided to the Committae, and
nothing in this agreemant shall prevent the Committee from using
other consultants/entities to preform any or all of the ssrvices or
activities described in this agreemsnt at the sole discretion of
the Committee.

EEC INFORMATION

The Media Team shall maintain and provide to the Committee in a
timely fashion all necessary information for reporting to tha
Faderal Election Commission ("FEC"®), including allocations to stats
spanding limits. This information will be provided to the
Committee’s Controller as soon as practicable after each media muy,
but in no avent later than the last day of the pertinent PEC
reporting pericd. During 1995, the dates are June 30, 1995,
September 30, 1995 and December 21, 12935. During 1996, the
information must bs subnittead to the Committee by the end of sach
calendar nmonth. In addition, the Media Team will maintain and
provide to thae Committea in a timely fashion all information
regarding media refunds as necessary for reporting to the FEC.

In order to obtain reimbursement of approved expenses, any claim
for raimbursement of expenses shall ba supported by appropriate
receipts and other documentation as required by the FEC.

CLNO017-00136
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SONFIDENTIALITY

The Media Team agrees that it will not at any time, in any fashion,
forn or manner, either Airectly or indirectly, disclose or
communicate to any person, firm or corporation, any non-public or
proprietary information concerning the Committee or any other
information deemed confidential by the Committes. Cnly authorized
Committes personnal will be pernitted to communicate with the press
on any Committee matterg. If a mamber of the press contacts the
Media Team, the call or other communication ahall be referred to
the Committee reprasentative designated by its Board of Directors.
The Media Team agrees that it will reguire any employea or
consultant in a2 management capacity under this agraement to exacutae
a similar agreament regarding confidantiality.

The Madia Team agrees that all work product, ¢€iles, listas,
docunenta, art work, computar yecerds, and other materials
{collectively "materials") producad or obtained in furtherance of
this agreement bacome and remain the axclugive property of the
Committee and shall be deemed works for hire created for ths
Committee for the purpose of the Copyright Law of 1976¢; and all
copyright and any other rights in and to such materiasls shall
belong to the Committee. The Media Team is authorized by the
Committee to use data solely for the purposgze of fulfilling the
i terns of this agreement. The Media Tsam shall preamptly turn over
all such materials to the Committee at the termination of this
agreement, and the Media Team shall not have any right to retain or
use fueh naterials without the express written consent of the
Committae.

The relationship between the Media Team and the Committee shall be
that of independent contractor, and nothing contained in the
agreement shall be construed to constitute the Hedlia Team as an
enployea, partner, joint venture or agent of the Committee, other
than as specifically set forth in writing executed by the partias.

NQTICES

All notices and consents required or permitted heresundsr shall be
sufflcient if given in writing and either hand-delivared or malled
by certifisd mail, postage prepaid, return receipt regquestaed, to
the other party at the address set forth below or to such other
addreased as either party may designats by like notice.

A. If to Media Team, then send notice(s) to:
Squier, Knapp, Ochs Communications

511 2nd Street, N.E.
Washington, DC 20002

CLNO17-08135
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B. If to Committae, then send notica(s) to:

Lyn Utrecht, Esquire
QLDAKER, RYAN & LEONARD
8uite 1100 :

818 Connecticut Avenus, N.W.
Washington, D.C. 20006

ZERMINATION

This agreement may bs terninated at will by either party upon five
(5) days written notice, which time begins running with the data of
actual receipt of the notice by the party te whom notica is being
givan, if hand delivered, or with the post mark if the notice ig
mailed. In the event either party welects to terminate this
agreement, it i3 agraed that all sxpenses incurred by the Media
Team on behalf of the Committes prior to termination will be
reimburaed to the Hedia Taam,

This agreement shall bs governed by the lawas of Washington, DC.
Any lawzult or other legal action taken to enforce any part of thias
agreement shall ba brought only in the courta located in the
District of Columbia.

Tt e AT

Por the Hedia Team 7 For Ciinton/ Gors ‘96
Primary Cormittee

CLNOY 7-001 37
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14 August 1995

0029744

MEMORANDUM -TO THE PRESIDENT
cc THE VICE PRESIDENT
LEON PANETTA

ERSKINE BOWLES
MARGARET WILLIAMS

JACK QUIMN
FROM HAROLD ICKE
e DOUG SOSNIK
;é SUBJECT Certain issues regarding the 1996 re-elect
i effort

There are a number of issues relat;ng, ajther directly or

: indirectly, to the 1996 Re-elect campaign which need to be
£ focused on shortly after Labor Day. The purpose of this
memorandum is to describe some of the more impertant of those
igsues so as to give you the opportunity to consider them over
the Labor Day break and to request additional information, if you
wish,

The issues are not listed in any particular order of
importance, and some of the points beslow are informational only.

%f 1. r"political Calendar”: Tab A describes key dates/events
[ of the "political calendar" between now and Tuesday 5 November
189%6. It alsc contains a block calendar for September 13985
through November 1936.

2. Electoral map: Tab B contains electoral maps. We need
a meeting shortly after Labor Day to focus on the slectoral map
and the implications for strategic, tactical and budgetary
purposes.

ahi ' i1t AL . )
RNG: As describad below, there are a number of decis;ons that
‘need to be made in September and early October which, to some
extent, will depend upon decisiong about the relationship between
the White House, the ‘356 Re-elect and the DNC regarding the re-
election campaign. The facts that White House “controls” the
schedule, and that the President and the Vice Praegident., to a
great extent, "contreol” the "message", by definition gives the
White House a critical role in the Re-slect campaign.

Scaffing of the ‘96 Re-elect and the Political Department of
the White House will, in no small measure, be influenced by the
decision as to whether the re-election campaign will primarily be
run by the White House or by the '96 Re-elect. In addition, if

FEC-4433
Sub. &/23/97
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0029745

there is no primary challenge, the DNC probably should play a
significant role. If it is to do so effectively, however,
certain staff changes at the DNC will be necessary.

Tab C describes a number of key personnel decigiona
regarding the White House, the ’'96 Re-elect, and the DNC many of
which need to be made shortly after Labor Day.

4. 196 Brimary C/G Re-alect:

a, Location: Washington, D.C., Chicago, Little Rock,
elgewhere? (There ip sufficient space at 2100 M
Street, Washington, D.C. to run both a primary
campaign and a general clection campaign.)

b.  Rey parsonnel:

{i) Campaign co-chair or co-chairs. (Given the
probable importance of the women’'s vote,
prominent women should be included.)

wap ey, e,
. Tt ATreelt

{ii) Campaign manager/campaign directer.

= (iii) Political Director,

* {iv) Communications Director (Ann Lewis).
;5 (v) Press Secretary.

(vi} PField Director. -

(vii) Director of Administration (function
performed by David Watkins in 199%2).

(viii) 1Issues Dirasctor
{ix) Delegate Selection Coordinator
{x) Scheduler -

c. Whan to begin staffing the early primary/caucus
states.

(i) Iowa: Mike Tramantina has been hired by the
‘96 Re-elect, effective 1 August, at
$6,000/month to run Iowa. He has asked to be
permitted to hire Steve Prody at
$5,000/month, but this decision has been held

2

: FEC-a434
SUb \5/‘?3,97

DNCO011-01547

atmcmEyt . 2
2wl A o

Page




Memorandum to the President

(ii}

{(iii}

14 August 1995

0029746

in abeyance., 1In addition, the Re-elect
should have a press person on the ground in
Iowa by mid September.

New Hampshizg: Michael Whoulev is overseeing
New Hampshire. But, he has strongly
recomended that Rick Baldik be put on the
‘96 Re-elect payrell at $3,000/month to work
New Hampshire on a full time basis. In
addition, the Re-elect will need a press
secretary on the ground in New Hampshire by
mid September.

Californisa: Bill Wapdlaw has agreed to be
the C/G Re-zlect’'s chair for Califormiaz, but
urgas that Johp Emargon be relocated to
California by mid October, if he iz te run
California day to day.

4. Budget/fundraiging:

(i)

Accept federal matching funds or net? (The
federal government will wmatch the fizst $250 .
in contributicns from an jpdividual on a $i
for 51 basis.} Legally the Re-elect can wait
uatil early January 1996 to decide whether
federal matching funds are to be accepted,
but, as explained below, that decision needs
to be made within the next fow weeks. If
federal matching funds are accepted, the Re-
elact can spend enly about $32 million pre
Convention, plus $6.4 million for
fundraising, plus legal, accounting and
compliance costs (for an estimated total of
about $43.4 millicn).

(a) Although legally, the decision
whether to accept federal matching
funds dozs not have to be made
until early January 1926, it should
ba made by aarly September. Terry
McAuliffe and Laura Hartigan should
be involved in that decisionm.

(b} If federal matching funds are pot
accepted, then the $1,000 limit per
contributor remains in effecr and
no federal) matching funds may be

3 FLC-3435
Suh, &/ 23,97

DNCO011-01848




Memorandum to the President 14 August 19%3%

0029747

accepted by the campaign, but there
will be no pre Convention spending
limits imposed on the campaign.

{e) The current fundraising plan of
| approximately $43.4 million
‘ includes an estimated $14.7 million
in federal matching funda. It is
expected that the $43.4 million
will be gpent as follows: $32
million for campaign related
activities; $6.5 million (20% of
$32 million}) for fundraising costs
(if fundraising costs exceed £6.5
million, the additional costs are
7 taken out of the $32 millien
s theraby reducing the amount
., available for campaign related
expenditures); and $4.9 million for
legal, accounting and compliance
expenditures (if these expenses are
3 high?r, more can be raised te cover
oL tham) .,

i {d) Thus, if the Re-elect decides not
* to accept federal matching funds,
£ additional time andé costs will be
Y involved in raising the $14.7
ie million, at $1,000 per

| contribution. If these costs are
‘ factored in, the $14.7 million ia;
really worth more like $16 or $17
| million. And this does not take
into account the diversion of the
time of the President, Vice
Pregident, HRC and Mrs. Gore which
will be needed to raise the $14.7
million pius {(at $1,000 per
contributoxr maximum). which could
otherwise be used for non
fundraising campaigning or
-~ fundraising for the DCCC, DSCC or
the DNC, or raising ccordinated
campaign funds for the general
election, or funds for individual
candidates.

FEC-4434
Sub. &/23/87
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{e) Sources of funding substantial
media purchass beginning September
1995 in the $5 - $10 million range,
include:

| (i) the DNC,
: ) (ii) coalicion of ocutside
| groups, including unions,
DCCC, DscC, etc., or
(iii) the Re-elect

|
i
iiﬁ - DNC: The DNC will pay for the

T nearly $900,000 for the August
e 1995 medicare spot time buy.
o Legally tha funds paid by the

DNC must be §0% *hardY or
@ *federal® and 40% vgoft". The
iR August 1995 time buy will
deplete the DNC's "hard®
dollar account. The DNC is
still paying off the debt
" incurred last year. 2rad
nis Marshall, the DNC’s

b comptroller, astimates that
L the DNC could borrow $4

. millien, at most, by early
ok Septembar on a 60/40 hard/soft
i splie.

Although the DNC direct mail
has excaeded expectations,
competition by the Re-elect
direct mail pzogram, coupled
with substantially fewesr DNC
fundraising events scheduled
for the Pregident, the Vice
President, HRC and Mra. Gore,
during the last 5 months of
1995, compared to the firsc 6
months of the year, probably
will result in a substantial

.- reduction of DNC income during
the last 6 months compared tO
the nearly $23 million for the
firgt 6 months.

| - Qutside groups: Various
| unions and other entities plan

FEC-4437
Sub. &/23/97
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to spend approximately $5
million or so on medicare
related TV spots in selected
markets during September 1995.
The problem will be to get
agreement on the message and
markets. Although prompt
agreement amcng the DNC,
uniong, DCCC, DSCC, atg. is
unlikely, it may be worth a
try.

Re-elect: The Re-2lect will
have $5 -« $10 million
available to spend during
Septamber through NHovember
1995, <This, however, ias a
maicr decision. If that
amount is to ke spent, the
total spent by the end of
Novamber for TV spota will be
approximacely $13.3 million
{52.4 million for June/July.,
$.9 million for August, S10
million September through
November). A decision to have
the Re-elest spend even 55

* million during September -
Novamber 1985, not to speak of
$10 million, will effectively
mean the Re-elect will not be
able to accept federal
matching funds, the acceptance
of which limits pre Convention
spending, for other than
fundraising and
legal/accounting/compliance,
to 532 million.

If the Re-alect spends $512.5
or so ($2.5 million June/July
and $10 million September -
November 1555}, and if, as
gome expect, the putative
Republican nominee is
effectively selected by early
April, we will, in effect,
face a 5 month general

- FEC~4438
Sub. &/23/87
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election pericd of April -
August for which the Re-elect
will either have few funda, or
will have to raise substantial
addirional funds, in order for
the Pragidant to hold hia own
during the April - August
period. If the Republicans
have spent most of their woney
during a bruising primary (and
that will not necessarily ba

i the came, if one of the

i candidates takes & strong and
{ early lead in the

as primary/caucuses), the Re-
elect would presumably bs abie
rte "gat by' during the Bpril -
August periocd with fewer
dellars, That is, however, a
time during which tche
Pregident should be in a
strong financial poaltion to
be able to really hammer the
Republicang going into their

: sarly August convantion.

?ﬁ (£} While in theory, it makes sense to

i try to move your numbers up during
Septembar through November 1995, it
only makes senge 1f there ia
assurances that the Re-elect will
be able to raise the monies to run
the appropriata lavals of media
during the primary/caucuses as well
as the April - August pericd. It
is critical to take into account
that even i€ the frontrunning
Republican candidate has spent
virtually all of his pre Convention
monies by April, the Rapublicans
have a broad range of allies thatc

.- can make "independent® expanditures

during the April through August
period that will not be subject to
the gpending limits imposed on the
Republican putative nominee
{assuming he elects Co accept
federal matching funds) and which

9
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could be very harmful to the
President, most especially if the
Re-elect does not have sufficiant
funds to respond effectively. 1In
addition, the RNC appears to be
well financed and could undoubtedly
design "generic" ads that could
damage the Demccrats in general and
wash over against the Preaidant
during the April - August peried.
(If the President and othersm are
raiging the $14.7 million that
otherwige would have come from
federal funds, they will not be
available to raise funds for the
DNC to run similar "generic® ads.}

The plain fact is that unlike the
Republicans’ allies, the Demoerats
simply do not have alliesg that
would or could conduct gimilazr
*"independent" expenditures in
support of the President. Thus,
the decigion about spending during
the September - November 199%%
period becomes all the mors
critical.

If the Re-alect decides not to
accept federal matching funds, and
exceeds the $32 million pre
Convention spending limit, it will
undoubtedly be subject to a f£ire
storm of criticism from the good
governmant campaign finance refozm
groups and editorialist. It will
also substantially undercut the
Pregident’s argument to Perot and
othar voters that he iz serious
about campaign finance and lobbying
reform.

There is ciue possibility, of
course, that the putative
Republican nominez may decide not
to accept federal matching funds.
Were that the case, it may change
the dynamics substantially.

8
FEC~3440
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(ii} ~ As of 31 July, about $11,310,000 have
been raised Ly the Re-elect (not
including the approximately $5 million
in eligible federal match for that
amount} . '

As of 31 July, Re-elect expenditures
total $5,700,000, including $2.4 million
for the June/July media production and
time buy. Cash on hand was $5,718,000.

B

1%

k. (iii) A proposed budget based on $32 million
& spending will be raady by sarly next

et week (gma, Tab D) which will show the

HE propesed allocacions for media, polling,
fundraising, field, state operations,
staff, central headguarters, and
accounting/legal/compliance expenses.
There should be a budget and fundraising
meeting within 2 wesks after Labor Day
to review the priorities draft budget.

5. Key sarly states: Decisions need to bz made about the
pre Ceonvention staffing and gpending for all key states,
especially the early primary/caucus states. (Attached as Tab E
ig the current schedule of primaries and caucus dates.) Thesge
decisions cannot be made until owverall budget decisions, some of
which are discuseed above, have been made.

Propogsed pre Convention budgets are being developed for the
key early states, which will be ready for discussicn after Labor
Day.

6. Political structures in key staras: Beginning after
Labor Day, C/G Ra-elect leadership will begim organizing in the
individual states. A balance must be struck between the desire
of people in these various states to organize and "get going® on

-behalf of the Re-~elect effort, and holding expensea down until
next year -- especially if the general election will effectively
bagin in April and if the C/G Re-elect campaign accepts federal
matching funds.

Doug Sosnik and Craig Smith have prepared preliminary memos
for 34 key states which are attached as Tab F.

7. 195 raceg: There are 3 gubernatorial races {Louisiana,
Mississippi and Kentucky) and the state legislative races in

9 FEC~4441
Suts, Qr23/97
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Virginia where the Democrats narrowly control both houses., These
races will be closely watched as an indication of the appaal of
the Democratic party generally and that of the President in
particular. There have becn several meetings with the DNC
regarding these races. The DNC has budgested 5250,000 for
contributions to each gubernacerial race and $250,000 for the
state legislative campaign in Virginia. (There are state
legislative races in New Jersey as well, but given the margins by
which the Republicans hold both houses, the DNC has decided pot
te put substantial money into those races.)

Rather than spreading DNC contributions, directed
contributions and other rescurces evenly among the 3
gubernatorial races, it may be more politically effective to
focus on only 2 of the 3 races. If the Democrats can win 2 of
the 3 gqubernatorial seats and hold the majorities in the Virginia
legislative houses, we will at least have held our own. Were
Democrats to lose 2 of the 3 gubernatorial races, that would be
interpreted as a "loss".

8. gg;g;;;ggig;xggign: Hugh Westbrook and Gary Baron are
continuing their non partisan veter registration activity through

a 501{c) organization. In the view of many, they are much more
effective and cost efficient than the DNC with regard to voter
registration. Therafore, whataver rescurces that ordinarily
would be plowed into DNC voter registration efforts., should he
directed to the Weatbrock/Baron non partisan cperation. The DNC
should engage in conly a minimal voter registration effort.

$. Abgentae balloting/early voring: The DNC is preparing a
memo for each state regarding absentee balloting and early voting
in 1996, after which it will prepare plans for key general
eleccion states in that regard.

10. Regruiti - ng S 1996: The DCCC, the DSCC and
the DGA and, to a leaser extenc, the DNC are focusing on
candidate recruitment for next year.

11. DNC: Depending on its role, and, to gsome extent,
whether the President will face a “primary" challenge, decisions
regarding both budget and staffing of the DNC need to be made.

T a, Budget: Chaiyman Fowler originally submitted a
$41.7 million expense budget for calendar ‘95. As

of 28 June, he submitted a revised calendar ’'$5
expense budget of $36.7 milliocn.

10 FEC-4442
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The calendar '95 DNC payrell (as of 7 August 1995)
is approximately $6.2 million for approximately
143 people of which 7 ($251,000/year) "volunteer®

their time to White House operations; 4

{5168, 000/year) are for the Arkansas office; and 3
($155,000/year) are for Vice Presidential liaison.

The DNC had receipts for the last 6 months of
approximately 3$23 million, of which, some $8
million were from direct mail. Substantially
fewer Presidential, Vice Presidential and HRC
fundraising events have heen scheduled for the
August - December 1995 period compared to the
first 7 months of this yesr. In addition,
although direct mail receipts have exceeded
expectations, competition from the 96 Re-elect
will probably reduce direct mail income to the DNC
for the balance of 1995. Thua, it is expected
that the DNC will raise substantially leas in the
second half than the $23 miliion received during
the first 6 months of 1998.

If the political activity of the DNC is either to
continue at the same level or increase,
fundraising efforts will have tc be substantially
stepped up.

Decisions need to be mada abeur the DNC calendar
1996 operating budget, which, if 1992 is any
gauge, will run 540-42 million. In additioen,
there will be the coordinated campaign budget,
which hag been estimated at approximately an
additional $25 millicn for 1996.

Staffing: The DNC’'s top staff is not particularly
strong. Although there haz been substantial
improvement in the operation and functioning of
the DNC asince Chairman Fewler and Chairman Dodd
tock over, if the DNC is to play as effective a
role ag possible in 1996, the top staff needs to
be strengthened. Recommendations are made at Tab
c.

: Truman Arnocld has resigned as the
DNC’s finance chair, effective as of the date a
new person accepts the position. Suggestions are
made at Tab C.

11 FEC-g443
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12. pemocratic National Copvention: The operations and
staffing for the Democratic National Convention, aa well as the
relaticnship betwsen Debra Delee and Mayor Daley, Bill Daley and
tﬁ: Chicago Hozt Committee, appear to be in relatively good
shape.

a. Budget: The federal government pays the total
amount to put on the national convention. The
slightly over $12 million in federal payments have
already been paid to the Democratic National
Convention Committee ("Convention Committee™)
which ig prohibited from gpending more than the
amount paid by the federal government.

In addition, the Chicago Host Committee, 2
citizens group of leading Chicagoans, is permitted
to raise additicnal monies to spend in connection
with the Convention.

Basad on conversations among Debra Delee, Don
Fowler, Mayer Daley and Bill Daley, it is
estimated that, in addition to the $12 million
from the federal government, the following will be
raised in funds or in-kind:

$7 million -~ Chicago Host Committee
§ million - State of Illinois
3 million - in kind f£rom Chicago

10 million City eof Chicago (but only if
thig approximate amount cannot

be raised otherwise)

This approximately 538 million {including the 3512
million in federal funds), is less than the
approximately $44 million called for by the
contract between the Convention Committee and the
City of Chicago. Both Ms. DelLee and Chairman
Fowler are confident, however, that the Convention
can be successfully run with approximately 3535
million in cash and an additional $3 million in
kind.

b. Staffiny: Attached as Tab G, is a schedule with
proposed staff positions and, proposed staff for
some of the top Convention positions. The only
staff who have been hired to date, are M3, Delee
and her immediate staff, Japet Greepn, as ona of
the 3 Deputy CEOs, who will be in charge of

12 FEC-4445
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logistics and arrangements, and her assistant
Betsy Eberling.

Ms. Deles wants to hire Janice LacChance, whoge
resume is attached as Tab H, ag the Deputy CEQO for
Production, Communication, gte. A director of
communicatioene and, in addition, a press
gggretary would be hired to work under that Deputy

She is also interested in hiring
(Secretary Ron Brown’s son) as the third Deputy
CEO of the Convention.

These and many of the other staffing decisions
outlined at Tab B need to be discussed and settled
as soon as possible after Labor Day.

B e T
ey e e

ising: Traditionally, the Convantion has
been used by the DNC, DCCC, DSCC and the DGA to
raise funds for those respective committess.
Attached as Tab I is an 8 August 1995 memorandum
to Harold Ickes from R. Scott Pastrik, urging that
this practice be continued for the 1996
Conventcion.

In addition, the Chicage Host Committee wants to
use the Convention 28 a fundraising mechanism by
permitting corporations or other entities
"sponsor" certain elements of the Convention.
Attached at Tab J is their preliminary proposal
{which is being revised). For example, Ameritech
wants to "sponscor” the media pavilion (the
building next to the Convention building that will
house the media) for which it would pay a sum of
money to the Hest Committee and, in return, would
have its name on the media pavilion and would have
other benefits at the Convantion.

In addition, #s. Delee proposes to permit the Hest

- Committae to have some 10 of the 150 available sky
boxes which the Host Commictee would, in turn,
"gell” to its contributors. Likewise with the
DCCC, DSCC, the DGA and the DNC with respect to
aky boxea.

13
FEC-4443
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Given the current situation regarding scme of the
fundraising techniques of the DNC, which the
Pregident has ordered to be discontinued, we need
to decide on how the Convention is to be handled
in chis regard.

d. Production: It is my understanding that
Thomasagn will be very involved in werking on the
production of the Convention. Based on very
recent conversations with Suaan _Thomagseg, it is
also my understanding that Harry very much wants

., who was the overall producer for the
last Convention, to produce the technical aspescts
of the '96 Conventlon. Based upon my recent
meeting with Staven Spielbera, he may well be
interested in working with Harry regarding the
averall production of the Conventcion.

If there i3 any disagreement regarding this aspect
of the Convention, we need to discuss immediately
after Labor Day.

i e. Podium: A model for the proposed podium for the
Convention has heen constructed. Debbie Delee
would like to show it to the Praesident, the Vice
Prasident, HRC and Ms. Gors by the end of
September so that constructicon plans can be gotten

?; underway,
13. california:
a. In addition teo deciding who will run California on

a day to day baais, and if it is to be John
Emerson, when he is to move to California (Bill
Wardlaw recommends late this year at the latest),
focus needs to be directed to the potential
petition to recall Govermor Wilaon, which Jesse
Jackson has been discussing publicly. This could
be very detrimental to the Pregident’'s re-elsction
efforts in California were it to geo forward.
Accordingly ko John Emerxson, theras is little, it

- any, enthusiasm among leading Califormia :
Democratic political leaders for this to go
forward.

b. Focus alse needs to be placed on the anti
affirmative action proposition which will
undoubtedly be placed on the 1956 general election

14
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ballot in California as well as in other states.
The DNC is preparing a memorandum regarding
similar propositions in other states. According
to John Emerson, nearly 700,000 valid signaturas
are needed to qualify such a petition, which in

: reality, means at least 1 willion. He gays the

; group promoting this proposition is broke, but he
points out that Governor Wilson can‘'t afford nct
tolhave the propeozition on the November 19%¢
ballot.

14. Qther fundraising: Attached at Tab K i@ a copy of my
14 August 1935 memorandum to the President and Vice
President regarding fundraising for the various other
entities and committees for 1995 and 1996.

wang i,
Sy

3
L35
2

ne arguments Ior the 1936 deneral &1act
to begin focusing on the key arguments fo
genaral election:

15. on: We need

r the 1996

a. for Clinton/Gore

b. against Clinton/Gore

€. Clinton/Gore proposals for 2nd term, i.e., for the
future

d. for the Republican candidate
e, against the Republican candidate

16. Terxy Mchuliffe/Laura Haxtigan: Terry and Laura expect
to effectively wrap up the fundraising for '96 Re-elect
by the end of this year ($38 million including
applicable fedaral match), unless the Re-slect decides
not to accept federal matching funds. The balance of
the money, approximately $5.4 million will be raised by
way of 6 direct mail solicitations next year.

There will remain, howaver, a great deal of fundraising
of approximately $75 million for 1996: $40 million DNC
1996, $25 million 1996 coordinated campaigna, $10

‘- million general election legal/accounting compliance
account. (This does nhot include fundraising for the
DSCC, DCCC, DGA, individual candidates and selected
state parties.) 1It's not clear what either Terry or
Laura want to do, after the completion of the
fundraising for the Re-elect, but I do not think that

15
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Terry, at least, wants to carry on only as a
fundraiser. Given the substantial demands for
fundraising in addition to the needs cf the Re-elect,
we need to discuass what role you want to ask Terry and
Laura to continue in that regard.

17. ) ‘ -
Beginning September you probably need co hava a regular waekly
political meeting with some of the White House political gtaff
{in addition to the regular Wednesday night meetings in the
residence} which perhaps should include Senator Dedd and Chairman
Fowler. Additicnally, wa urge you to congider setting aside 15
to 30 minutes sach day during your daily phone/office time for
political updates on activities.

i8. pAllocation of time: MNeed to determina how much of the
time of the President, Vice President, HRC and Mrs. Gore, should
be allocated to the ‘96 re-election campaign during the next 4 to
S menths.

19. Re-g jon ¢ hi araff: Serious
canslderation lhould be g:ven to modest rsallocation of White
House staff from, for example, Domestic Policy Council, National
Economic Council and administration, Lo, Political Departmenc.
Public Liaigsen and Communications.

20. Time puving for the Re-eloct: Serious consideration
should be given to retaining a time buying firm other than The
Media Team of Squier, et al. The arguments for retiining a
separate time buying group are set forth in my memorandum to the
P;gaiden: and the Vice President, dated 24 July 1995, attached as
Tab L.

21. ~hi n : The decisjon of who to replace
Erskine as DCOS in not far off. See Tab C for sugoestions.

22. . Coungel: The decision of who to raplace Ab Mikva when
he resigns, as ip apparenctly expected, is also not far off. See

-Tab C for suggestions.

Pleage lat either of us know if you want additicnal
infrrmaticn. .

16
FEC-4448
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23 Ocicher 1995

MEMORANDUM TO CHAIRMAN FCWLER

cc:

FROM:
SUBRJECT:

' CHAIRMAN DODD
MARVIN ROSEN
DOUG SOSNIK
KAREN HANCOQX
BOBBY WATSON
RICHARD SULLIVAN
BRAD MARSHALL
BRIAN BAILEY

Hareld tekey(3)

DN bodgei

As 2 result of cur meeting on 20 October it is my undsarstanding thas:

1.
2.

Qaly spproximately $110,000 has beed raised {(othar than by a ling of eradit
from a bank) for the anticipated $10 million media expenditures.
The DNC has a Yins of credls for 37 million, of which $4 million is “hard”
(Faderal) aad $3 millicn is “soRt*, and the entire proceeds from that line of
crodit will, if necessary, go towands the $10 million media buy which is
expectsd to take place befors the end of Novembe.
Accosding 0 Chalrman Fowler, &3 of 20 Ociober 1995, only $1 million has
bate drawn zgzinst the $7 million Ene of cradis.
With respact to Oregouy, there will be a dinner in Washingion, DC stiznded by
the President which is expested to rise approximately $1 million dolinrs
groes. In addition, epprotimatsly $335,000.052 is expected to be raisad by
dirset mail from the following 4 sources:

- DNC direcy mail sty

- /G *96 Rawalecs mared-gut individual donsrs

- DN dooers list

- £IG 96 Re-glect pon-maxsd-Gut dongrs
PmMy,!MmumﬂdWWmm:mm&wu
opened by the DNC for the madis fund and, {n addition, thar andther bunk
tecount be opened for courdinated campaige fands. Based oo convermtions

FEC-0435
Sub. 6/23/97

DNC010-00436




|
i
!
i
!
b
|
| £

0025756

with Bobby, it is my understanding that thess 2 pew occounts have been
eatsblished. Please provide me with the name of each scooue,

Finally, my notes from (b8 prior meeting held in ihe Roomvelt Room
concerning the DNC budges indicated thas you md Hal Malchow expectad
some 34 io $4.3 million o be raisad by direst mail in 1998, If my notss 2w
accurate in that regard, 1 don't undersiand why thas amount was not showa oa
the budget documents presentsd 2t the 20 Octwber 1999 budge: meeting.

Plemse lat me imow If sy of the foregoing is incorreet,

FEC-0436
Sub. 6/23/97
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DATE:  November 2, 1995

Your meeting tomorrow with Fowler, ickes and Soanlk

Tomprow morming, Friday November 3, you will bave your regularly scheduled

mesting with Fowler, Ickes and Sosnik.

b

2)

3

We recommend that you raise the following three agenda items:

ingiple nRetingy: At you know, they have been held sporadically
ovetmelaufewwaekam whmmmm.mmmmmw In
short, it is an embarrassment and a missed opportunity, The ness few weeks are key
and a coondinated message strategy is nesded. Staff continues to meet twice 8 woek
but 3 meeting of the principles is necessary,

In short, people will come if the sgenda is relevant. Chairman Fowler controls the
meetings and believes that they are held o discuss palicy. Only you can convince
him that he is wrong and that they are held to work on mesiage and swategy ~
Senators, Congressmen, Governors, eic... have other fore to discuss policy. Thess
meetings must be aboul getting our mazsage ow.

DNG Advertisament: You may want o request from Harold that you and Don be
consulted as desisions on what ads ace to be run ars made. You are put in a positon
of defending and diseussing the ads but are not includad in any way in the prosess, It
would be helpful if you could be consulted either by Iles, Morris or Squier 28
degisions are mads.

Election day spin: While it is wo early to predict what will happen next Tuesday,
would be valuable if you were to discuss what the White Houge is planning to say
abowt the elections, You are debating Haley Barbour on Wednesday and imowing
what the President and the Whits House is going to say, especially in a worst case
seenario, would be very helphul,

Il pNe 3394610

DNC226-02947




27 November 1995

KEMORANDUM TO CHAIRMAN DODD
CHAYRHMAW FOWLER
MARVIN ROSEN
SCOTT PASTRICK
RICHARD SULLIVAN

BOBBY WATSON
BRAD HARSHALL
. BRTAN BAILEY
| Fron: Harold Ickes @
e
Re: DNC media fund

Attached is & self explanatory 21 November 1995 to ma from Terry
McAuliffe, Laura Hartigan and Rick Lerner stating that they have
ralsed over $1.8 million for the DNC media fund and expect to be
able to raise another $430,000 by the close of the year, bringing
the total to nearly $2.3 million.

I would appreciate a response from tha DNC as to whether they
agree with these figures and whether the monies have actually
cope in.

Several weeks ago, I was told that only $100,000 had bean raised
for the DNC media fund. Based on the attached memcrandum, I
trust that there has been a subgtantial influx of funds.

F 0037193
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13 January 1996

MEMORAND™™ TS THAIRMAN FOWLER

cC CHAZRMAN S0DD
BOBBY WATSON
BRAD MARSHALL
MAGGIE WILLIAMS
RON KLAIN
DAVID STRAUSS
DOUG 30SIXK
KAREN HANQOX

FROM HAROLD [oRES/F
RE DNC 199¢ budget, dated 20 December 1999

Given tha lerge amount of funds to be raised priosr to zhe
end of Ocreobar this year Zsr the DNC’s cperating budge:, -Lts
media budget, its coordinated campaign budger, rhe 441 .a .4
monias, che GELAC fund and octhar Sundraisipg aczivit:ies, 1t
appears that the $56 millien proposed budger for tae DNC. ray
have to be subsetantialiy reduced. In oxdar to facilitaza a =ore
discrecs and rational review of cho proposed budget, I raquesc
that you submit to ma, by close of businese Wednesday 17 January,
a detailed description of the camponent parce of each of the 38
line i1tems in cthe DNC 1996 budget summary, dated 20 Decamber
1935. 1If ore or more of the component parts for a par::zular
line item involves a aubstantial amount, I rTequest ==at a
sapareste analysis of that componantc part (s} be providaed as well.

I would appruciate as much detail as possible abzsu® the §
lisa itema (6-11)} for "diract White House auppart” sa 1 Tan Tore
easily determine what cucs. L any, can be made in chose amouats,

I also regquaest that you submit a ligc of “he curren:
amployaes of che DHC, grouped by department, with tne.y zZaze 3¢
hire azd their annualizad race of pay.

Finally., I request a writtan description £ any avrangemen:
iverkal or etherwise) the DNC may have with any state party
regarding che amount of fundg o be retained by the state party.
or related eatity, with respect to any DNC relaced fundra:sing
chac occurs in che stata.

1596 Plesse submit the foragoing by close of buainase 17 January

Pleasa call if you have any questions.

Confidential Information

I8 DNC 3639087
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MEMORANDUM

T0: Senstor Dodd
FROM: David Glllette
DATE: January 30, 1995

RE: Today's DNC meeting with Tekes & Seenik

At 2:30 pm you are scheduled 1o attend 3 meeting with Doa Fowler, Harold Ickes and
Doug Sosnik in order o discuss the DNC budgez and plans for the future. The agenda may
evolve into a very specific discussion about how the budget can be cut, focussing both on
personnel and on program. In the most extreme case, the DNC could become a "bank” to
fund the year's media buy, the coordinated campaign and the reszarch operation.

Currendy, the DNC budget of $121.5 million can be broken down in the following
way:
1. DNC operations $27.0 million -
(includes research, communications,
constituent cutreach, wraining,

elested official gutreach, chairmen't
offices)
2 Fundraising 23.0 million
3. DNC media fund 28.4 million
4, DNC coordinated campaign 25.0 million
5. DNC 441a(d) 12.0 millioa
(spent oo behalf of candidates)
6. DNC GOTY media 5.0 millien
(Specialty press — African
American, Hispanic, Asizn, etc...)
7. Debt retirement of state parties 1.1 millioa

(CA, MI) —
$121.8 million

Hammminfonnedu:ummeMbwguhmmblymlwbutwmvemya
received an estimate of how much they want o spend. Our original figure was based on
about $1.4 million per week for five months (January-March, September-Cciober).

By way of comparison, the DNC raised $84 million in 1992, the last presidential
election year. Accounting for inflatien, that $84 million would be in the mid-$90's in 1996.

MEBEEE pve 3606204
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DNC Budget Memo
January 30, 1996
Page two

{ know you have had several discussions with Marvin Rosen aboyt the DNC's ability
to raise such a major sum. As of this moming, he Is confident that be can raise $30 -
$100 million, including $30 million from direct mall. Marvie wen't know for about six
weeks if 5120 million is possible. To raise the $120 millien, Marvin will naed exceptional
cooperation from the White House and believes that 2 major and unprecedented cutreach
program to donors and potential donors is needed. Of the approzimately $120 million that
needs W be raised, $30 million will come from dizect mail (with an overhead of $12 million}
and the remaining $90 million from the major donor program {with an overhead of about $11
million). We have currently exhausted our borrowing authority of $7 million. We are asking
for more authority but, at best, we are talking about a couple of million. Furthermore, the
bank wants payment on the money we owe prior to the election.

1 belleve the DNC is 1ikely te be told to spend more money on T.V. sameilme this
Spring. Even without sdditional T.V. spending, we will probably need to flad $10 -$20
milllon in savings. By curting the DNC drastically, basically having i¢ function a3 o bank
— funding research, television, finance, a bare-bones communicaticns office, 8 campalgn
division that moves mooey to coerdinsted campaigns and acts merely a8 & llakson to
states, the DNC Office of the Secretary and the Chair's offices — we could possibiy save
$10-12 million. That would entzil 1n end to the tralning program, an end to coastituent
outreach, the laying-off of 40-50 stafl people and most of cur consuliants. To save more
money, the coordinsted campaign, aow budgeted at $25 milllen, would possibiy peed 10
he cut.

Senator, cuts of this nature would change the shape and mission of the DNC, The
new DNC would almost singularly serve as 2 source of funds for the reelect and ignore the
other cizments of the Democratic Party. The enhanced communicazions effort would come o
a hait, political outreach (blast-faxing, work with ethnic groups and media and continuing
outreach to elected officialy) would be drasteally cut back. In short, money to belster the
President's reelection may be the best use of funds, nonetheless, it will not coma cheap. To
do 0, we will likely alienate many groups and people and stt-back some of the
communications goals you have set out as priorides.

This memo constitutes a brief overview of the issues. [ have copies of the DNC
budget, line-by-ling, for your review.

B DNC 3606295
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March 18, 1996

MEMORANDUM FOR THE PRESIDENT

THE VICE PRESIDENT
ccC: LEON PANETTA
DOUG SOSNIK
FROM: Harold Ickes &%
SUBJECT: Contract between the C/G *96 Re-elect and The Media Team

(Squicr & Knapp/ Morris/ Penn & Scheen/ 2f,_al.}

On 14 March 1956, Doug Sosnik and I met with Mark Penn and Bill Knapp, the designated
representatives of The Media Team ("Team”) (Squier & Knapp/ Morris/ Penn & Schoen/ gf,
al), to discuss the terms and conditions for the contract between the C/G '96 Re-¢lect
Committee (*Re-elect”) and the Team. (The last meeting for these purposes had occurred -
very late September 1995.) ~

1. To date some $22.23 million has been spent by the Democratic National Committee
("DNC") and the Re-elect on TV airtime (not including polling or production), of
which some $2.94 million has been spent by the Re-clact,

From that amount, the Team has been paid about $2,433,401 in commissions at an
average rate of 10.9%.

Pean and Knapp propose the Team be paid 9% commission on the next $60 million
of air time purchased and 4% on all air time purchased thereafter. Assuming thae,
beginning 18 March, the Re-elect/ and DNC spend an additional $60 million on air
time, under their most recent proposal, the Team would be paid some $7.833 million
total in commissions for the period 6/95 - 11/96 for an average of 9.6% (57.833
million divided by $82.0 million).

If the Re-elect and DNC spend $120 million on air time, as has been discussed, and
as described in section 1 of schedule A (dated 3/13/96) aitached, rather than only $32
million, under the Team's proposal, it would be paid a total of $9.4 million in
commissions for the period 6/95 11/96 for an average rate of 7.8%.

FEC-3049
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Team's proposal: 6029322

$ commission jv
First 22.23 million 2,433,401 16.9%
Next 60.0 million 5,400,000 0%
Thereafter_38.0 million  _L.320,000 4.0%
$120.23 million  $9,353,40! T.8%

Prior to last week’s proposal, the Team's last proposal was made on 29 September
{attached as schedule B). Under that prior proposal, the Team waiild have been paid
$5.6 million in commissions on the first $82 million and $9.4 million in commissions
on $120 million of time buy.

—S proposal 149G proposal

5 . ffective % .. ffective, %
$82 million time 5,600,000 6.8% 7,833,401 9.6%

$120 million ime 8,260,000 6.9% 9,353,401 7.8%

And under the Team’s 9/95 proposal, total retziner fees through the peneral election
would have besn $605,000 compared to the $364,000 under the 3/14/96 proposal.

The Team’s 3/14/96 proposal only deals with electronic media, polling and production
of TV spots. It does not include persuasion/ GOTV direct mail; development and ;
placement of newspaper ads, production of radio spots, gic,

Given the complexity of the regulations of the Federal Election Commission ("FEC")
and the strictness of the applications of those regulations to campaigns in general, and
to the media production/ placement in particular, it is critical that the Team have the
experience and expertise or acquire the experience and expertise, to ensure that it and
the Re-elect comply fully and timely with all FEC regulations and guidelines. Failure
in this regard will result in time consuming and costly post November 1996 FEC
audits and possible fines which are a personal liability of the presidential and vice
presidential candidates. In addition, the Team must be able to track the ads and time
buys of the other presidential candidates and provide the Re-efect with timely (ofien
overnight) reponts.  This had been discussed among ourselves at some length, and it
has been decided to rely on the Team in this regard and not to include the Greer,
Margolis firm.

Retainer fees: Dick Morris is the only member of the Team »ho receives a monthly
retainer fee, in addition to his share of the time buy commissions. Based on the
current agreements, he will be paid $364,000 in retainer fees for the period 12/94

FEC-4070
- 8Sub. a/23/97
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through 11/96. See section 2 of schedule A atached. Under the Team's 3/14/96
proposal, other members of the Team would not be paid monthly retainer feas.

Poiling: It is estimated that Penn & Schoen will be paid nsarly $4.0 million for
polling and voter research for the period 12/54 - 11/96. See section 3 of schedule A
attached. Presumably a profit is includad.

Stan Greenberg is also under retainer by the DNC and conducts polling on 2 regular
basis.

ign: Production expenses for 5120 million of TV media are estimateg
by Squier/ Xnapp at $2.58 million. See saction 4 of scheduls A attached.

Travei expenses: Travel, hotel and related expenses for the consultants must also be
paid. They are not included in the retairer fee or in the time buy commission.

Direct mail: At several of the weskly evening meetings, Penn, Schoen and Morris
have alluded generally to targeted direct mail. No specifics have been forthcoming o
date. In the event such a program is carried out, it will undoubtedly involve additional
profit margins to whomever gets the contract for the program.

I point out that Hal Malchow, who handles the fundraising direct mail programs for
both the DNC and the C/G 36 Re-elect, has developed targeted persuasicn/ GOTV
direct mail programs and is very interested in being considered in this respect for the °
CIG '96 Re-elect. '
Convention: We need to decide whether Frank Greer or Squier/ Knapp, or both, are

1o be involved in the convention and, if 50, the compensation/ fee to be paid.

Hold harmiess re FEC audits: Substantial amounts can be incurred by the Re-elect in
coanection with post November FEC audits, and any such costs incurred by the Re-
elect and any fines imposed by the FEC on the Re-elect as the result of the failure to
strictly comply with FEC regulations, including the Team's failure to fully comply
with FEC regulations in connection with the production and placement of media,
become a personal tiability of the Presidental and Vice Presidential candidates. The
general election legal and accounting compliance fund ("GELAC™), for which the Re-
elect expects to raise about $12 million, is for the purpose of paying for costs and
fines incurred in connection with FEC audits. I strongly suggest, however, that any
agreement between the Team and the Re-elect contain a hold harmiess clause in favor
of the Re-gject over a specified amount incurred in connection with costs and fines
resulting from FEC audits of media production/ placement, In order to ensure
enforcement of the hold harmless clause (assuming it is included in the contract with
the Team), the Re-elect shoutd hold in escrow $ million in commissions to
be paid to the Team wntil ali FEC audits have been completed. This will give the

FEC=-4071
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Teart additional incentive to ensure it establishes the capability to ensure the Re-
elect’'s media production and placement is in compliance with all FEC requirements.

RBefore the next meeting with Messrs. Penn and Knapp regarding the financial arrangement
between the Re-elect and the Team, I would like to discuss the foregoing with you in order

1o determine what you think is an equitable arrangement,

Let's discuss.

FEC-40T2
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MEMORANDUM FOR THE PRESIDENT afrrivie P oamtid
THE VICE PRESIDENT o aod AnsaT LoD
ot =
cc: 9% | pon pANETTA o g
PP EVELYN LIEBERMAN s,
' :““’c - BRUCE LINDSEY PR MJ
) ¥
e i B DOUG SOSNIK o At Lo P;pbw
M s ) QMF
FROM: Harold Ickes (&%~ D A~
SURJECT: Contract with the consultants (The Media Team) regarding polling,

production of media and commission on airtine purchased

To date, neither the Clinton/ Gore "36 Re-elect ("Re-clect™) nor the Democratic
Natiopal Committee ("DNC") have contracts with the 50 called Media Tearm ("Team®),
which is composed of Squier/ Knapp/ Dick Morris/ Penn & Schoen/ Hank Scheinkopf and
Marius Penczner. (I have seen little evidence of recent participation of Scheinkopf or
Penczner.)

1. Commissions on media gic time: 1 propose the following financial termns for the ;
relationship between the Team and the DNC and the Re-elect. Since the amount to be paid

by the DNC and Re-elect, respectively, to the Team for the production of a specific
television spot, time buying, polling, mall testing, etc, , depends upon a legal determination
by the DNC and Re-elect lawyers on a case by case basis, the foliowing proposal is for 2
"comprehensive agreement” for both the Re-glect and DNC. {There would be 2 separate
contract between the Team and the DNC and between the Team and the Re-elect.)!

On 14 March, Doug Sosnik and I met with Mark Pann and Bill Kn2pp, who represent
the Team. They made a proposal, summarized below (which is summarized in my
memorandum to the President and the Vice President, dated 18 March 1996, attached as
schedule A at tab 1), that would result in $7.8 million in commissions on the first §2 million
of time buy, for an effective rate of 9.6%, compared to their offer made in Jate September

'Frank Greer has offerad to do the time buy for the Re-elect at 4.25% commission. It has
been decided not to have Frank participate with the Team. By her § January 1996 letter to
me, Jean Brooks, Vice President of Internationa) Communications Group, Inc. of Los
Angeles has offered & 2% commission fee on all time buys,

FEC~-4110
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1995 of $5.6 million in commissions on the first $82 million time buy for an effective rate of

6.8%. 0029422
— 99 provosal . . 3/14/96 progosal

g . . foctive % $ L .
$82 million time 5,600,000 6.8% 7,833,401 9.9%
$120 million dme 8,260,000 6.9% 9,353,401 7.8%

| Although it is impossible to accurately predict how much airtime the DNC and Re-

| elect will spend between July 1995 (the first time tv spots were aired} and November 1996,
given that the Re-elect and the DNC have already spent some 323 million on air time

N beginning late June 1995 (most of which has been spent since early October), it is safe to say

that at least $80 million will be spent by 5 November, and probably closer to $100 million or

more.

I propose that the Team be offered the following terms with respect to ime buy

commissions.
: air fime % - 3 -
B First $80 million 6.25% 55,000,000
Next $20 million 4.75% - 950,000 ;|
-Average on 3100 million 5.95% 5,950,000
Above $100 million 4.0% TAD
-110 million (8400,000) 5.77% 6,350,000
-120 million ($800,000) 5.63% 6,750,000
-130 million (31,200,000) 5.5% 7,150,000

Under. the proposa), if $80 million is spent on air time, the Team would be paid $5.0
million in commissions.

If, as is likely, $100 million is spent, commissions would be 35.95 million.
If $110 million is spent, commissions would be $6.35 miilion.

If $120 million is speat, commissions would be $6.75 million.
2

- FEC-3111
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In addition to time buy commissions, as shown on schedule B at tab 2, attached, it is
estimated that additional payments will be made:

-§364,000 retainer fes for Dick Morris 0029423

-$4.0 million for polling (which probably includes a profit
margin)

-$2.0 million for media produetion (which probabfy includes
a profit margin)

-travel and related expenses
This proposal does not include:
-$7.5 million for GOTV media ($5.0 miliion from the Re-elect and
$2.5 million from the DNC). It is expected that this media will be
created and placed by "minority” media specialists.
-Fees, commissions and costs for any persuasion and GOTV mail.

-Costs for print ads.

The President; I agree with the proposed fees/ commissions. .
Lat's discuss ‘ :

The Vice Presidenti I agree with the proposed fees/ commissions
Let's discuss

Given the complexity of the regulations of the Federal Election Commission ("FEC*")
goveming production and placement of media, and the strictness with which the FEC applies
its regulations, considerable experience and expertise is required by the firms representing
the campaign in this regard. Failure of the media production/ purchasing firms to sixigtly and
gmely comply with all FEC regulations governing this area and to provide, on a timely
basis, appropriate documentation from each of the station for each of the time buys, can
result in additional post election audits by the FEC of the campaign, which costs will be born
by the campaigw, and which audits may result in fines imposed by the FEC. All such costs
and fines imposed on the Re-elect are perspnal liabilities of the Presidental and Vice
Presidential candidates.

FEC-311%
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In order to insure that the campaign is adequately protected, I strongly urge that an
indemnification and hold harmless agreement be included in any contract(s) between the
Team, or any individual members thereof, and the Re-elect, and between the Team and the
DNC, by which the Team will indemnify and kold harmless the Re-elect and DNC for any
costs, damages, fines, etg,, and losses and court costs suffered by or claimed against the
campaign, or DNC, directly or indirectly, including, but not limited to, any civil penalties by
the FEC against the campaign, its employees or ageats, "to the exteat based on or arising
wholly or substantially out of any negligent acts, breaches of the contract, or failure by the
Team to respond to any requests of the campaign for documents or other assistance with
respect to any FEC audit, inquiry from the FEC or any branch of federal, state, or local
govemment.”

In order to insure compliance with hold harmless agreement, the Team should be
required to place in escrow the next $300,000 of media commissions paid by the Re-elect.

The Presidenc T agree with the hold harmless proposal
Let's discuss
Vi ident: I apree with the hold harmless proposal

Let's discuss

FEC-4113
Sub. A/23/97
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17 April 15%6

MEMORANDUM TO CHAIRMAN FOWLER

cc: chairman Dedd
B.J. Thornberry
Marvin Rosen
Brad Marshall
Dorg Sosnik
Karen Hencox

N N

Prom: Harold Ickes

Ra: 15 April 1996 mesting

i This confirms tha maeting that you and I and Doug Scenik had on
i 15 April 1996 at your affice during which it was agresd that all
Bar Datzere dealing with allocatien and sxpenditure of monies

: involving the Demccratic Hationml Committee ("DRC") including,
without limitation, the DNC’s opsrating budget, media budgat,
coordinstaed campaign budget and any cther budget or expanditure,
and including expanditures and arrangements in connection with
state splits, dirscted donatiens and other arrangeaments wheraby
sonias from fundralsing or other evants are to has transferred to
or otherviss allocatead to state parties or other political
entities and including any preposed transfer of budgetary itsms
from DMC rslatsd budgats to the Democratic Natienal Convention
budget, are subject to the pricr approval of the Walte Housa. It
wvag agread that a szall working cozmittea wvould be established
which would include Chairman Powler (or his representativa),
Crairman Dodd (or his rapresantetive), B.J. Thornbezry, Brasd
Mershall, Harvin Rosen, Deug Sosnik, and othars as pay ba agreed
to, to meet st least ence waakly, and sore often if nscsssary, to
implemant this agreement,

FEC-0931
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) Revised 5/23/96
Date: 7IL-3
MEMORANDUM =20
TO: TENNIFER O'CONNOR
FROM: HARGLD ICKEY”
DOUG SOSNIX

RE: AUTHORIZATION TO SQUIER, KNAPP, OCHS
on Jﬂ]u - 1996, Squier, Knapp, Ochs was authorized to;

( ) produce anomatcs, nos 10 exceed $ total,

A< produce t T.V. spots, not 0 exceed $___ total.
£<) purchase § in dme for ty_commercials for the period
w0
{ ) purchase $ in tims for madio commercials for the period
—t0

( ) other ;7‘7016/1 Ceod

- . - . i St q. caurllipel . —— ‘ o A - S
c-4 4
s, Ne Ay = 31 - -2/l < Bra
Q L@ { . T Y 2
3) dubfng + é’\leem? -C-4 - 35,000

The cost will not exceed 3 } P'F % y .
it lq|000"-c-fz

4

( )The cost will be allocated a¢ % for the DNC and
% for Clinton/ Gore ‘96
:\uame g {0 deterwning
}Q 'y Vomsaetn 373y
signature

cc:  Peter Xnipht Ted Carter  Harold Ickes B.J. Thomberry LynUtrecht
Bill Knapp  JefT King Doug Sosnfk Brad Marshall " JoanPollitt

;ago___L._ o:f’_LQ:...-.




S ’é . Ravised 4/17/196
Date: (4

MEMORANDUM
TO: JENNIFER 0'CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO SQUIER, KNAPP, OCHS
On 1996, Squicr, Knapp, Ochs were authosized to:

( )pr anomaties, not to exceed $ _ total,

( ) produce __T.V. spots, not to exceed $ total.

()medtms_wﬂrp_@_inﬁmfurmmmmmufmmmw
Moy 3.3 to_ Ay 3¢

{ ) purchass 3 in time for mdic commescials for the pericd e

o

( ) other

The cost will not excesd $__ | ,JIJ, N30

( )The cost will be sllocated st /OO % for the DNC ang
% for Clinton/ Gore '96

{ ) Attomeys to determine
[roas 3 oo a'["'")fﬁ

signature

cc:  Ted Carter Harold Ickes B.J, Thombesry Lyn Utrecht
Ioftf King Doug Sosnik Brad Marshall Joan Pollitt

IM ‘:'1 ;
. ;
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DNC222-00529
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Reviced 4/27/96
Date: 5/49\ —
MEMORANDUM
TO: JEMNIFER O'CONNOR
FROM.: RAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO SQUIER, KNAPP, OCHS
On c}u;\ 1996, Squier, Knapp, Ochs were authorized to:

rd

0 .

42X prodace [/ anomatics, not to exceed § ‘i’Sd wtal,

( ) produce T.V. spots, not to excead § total,

( ) purchase $ in time for fy commercials for the pericd

w©
{ )purchase $ : in time for ;adip commercizls for the pericd o
t0

( )other

The cost will rot exceed $

{ )The cost will be allocated at % for the DNC and

% for Clinton/ Gore '96
{ ) Attomeys to determnine
Voot £ s, sl
signanire

ec:  Ted Carter Harold Ickes B.J. Thornberry Lyn Utrecht

Jeff King Doug Sosnik Brad Marshall Joan Pollitt

ERERREEAR pNC 3479271
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Reviced 4/27/96
Date:

MEMORANDUM
TO: JENNIFER O'CONNOR

FROM: HAROLD ICEES
DOUG SOSKIX

RE: AUTHORIZATICON TO SQUIER, KNAPP, OCHS

On /q 1956, Squicr, Knepp, Ocks were anthorized to:

» L4

( )produce _______ sromatics, not to exceed 8 ' toml
mm_[___'rv spors, notw exceed $_/2 SO wal,
¢ ) purchass 8 in time for fy commercials for the peviod

3

s ( ) parchase § in time for redio commercials for the period

2 A
Loa g
s mide g

)

( ) other

The cosz will not exceed $ 43, SH0

b@emmummwdm % for the DNC and
yi21s) % for Clinlen/ Gere *96
( ) Atiomneys to determine
s woim  5>/2019,
signasure
et:  Ted Carter Harold Ickes B.J. Thomberry Lyn Utrecht
Jeff King Doug Somik Brad Marshall Joan Pollin

i} DNC 3479275 —

DNC222-00532
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522 Revcs 1758
MEMO%.ANDUM

™: JENNIFER O'CONNOR
FROM: HAROLD ICKES

DOUG SOSNIE
RE: AUTHORIZATION TO SQUIER, KNAPP, OCHS
On ;}"(]’AM }0 1996, Squier, Knapp, Ocha were authorized to:

() oS snomatics, nof to excead § 5 total,

T produce ___ | T.V. spots, not to exceed § 6, /YS  wa

{ ) purchase § in time for ty commercials for the peried

© ..

( Ypurchess $ in time for Rslip commercials for the period

(Qother _+ < xf}ﬂ[/l'/fe ;}

. S

= ¥

The cost will notexceed 5____ 2, 1 S

{ )The cost will be allocatad at

Zz QC) % for the DNC and

% for Clinton/ Gore "96

@\Ammeys to deterinine

ce:  Ted Carter Harold Ickes
Jeff King Doug Sosnik

st Fedos 7 3 f17

signatire

B.l. Thomberzy Lyn Utrecht
Brad Marshall Joan Pollift

[

m[ﬁ DNC 3479274

DNC222-00531
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e S / e Revised 4/17/96
MQ;MNDUM
TO: JENNIFER G'CONNOR
FROM: HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATICN TO SQUIER, KNAPP, OCHS
: on_ /N o) 1996, Squier, Knagp, Ochs were authorizad to:
E‘ ( )prﬁdm snomatics, not to exceed § total,

( ) produce T.V. spots, not to exceed § tolal,

( ) purchase § in time for ty commercials for the period

Eir
i o
K

( ) purchase § in time for r3dio commercials for the petiod

{4
)

The cost will not excezd $

( )The cost will be allocated 2t /d& % for the DNC and
% for Clinton/ Gore '26

{ ) Attomeys to determine
Mt cdsy, 5[ LT

signature
cc:  Ted Carter Rarold Ickes B.J, Thomberry  Lyn Utrecht
Jeff King Doug Sosnik Brad Masshall Joan Pollitt

— ——

EREIRE EANTRE pNC 3479276

DNC222-00533

areacmgyn A0 _ )
- Page__ o of_JA_




Revised 4/17/96

Date: _ﬁ@
'MEMORANDUM
TO: TENNIFER O"CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO SQUIER, KNAPP, OCHS
; on ‘/u»{ a0 1996, Squier, Knapp, Ochs were suthorized to:
o ( ) produce anomatics, not 0 excoed § total,
( ) produce . T.V. spots, not to exceed $ total.
( ) purchase § in time for 1y commercials for the period

| 1 to

(Jpurchase$ _____ in time for @dig commercials for the period

The cost will not exeeed S___ ||| {,81%

( YThe cost will be allocated &t /4O % for the DNC and
% for Clinton/ Gore '96

{ ) Attomneys to determine

Yo Svan o7 W19

signzture
¢:  Ted Carter Har!éd Ickes B.J. Thomberry Lyn Utrecht
Jeff King Doug Somik Brad Mamhall Joan Pollitt

m@ﬁ@@mmmm DNC 3479291

DNC222-00548
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Dt 5} 12 Revised 4/17/96
mo;mmm
TO: JENNIFER O'CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIX
RE: AUTHORIZATION TO SQUIER, KNAPP, OCHS
on__Sloy 1T 1996, Squiez, Knapp, Ochs were authorized to:
? o mpr\)d:m b anomatics, not to excesd $ 2,000 wnl
. ( ) produce ; T.V. spots, not 1o excoed $, totl.
| ; ( Jpuchass § in time for iy commercials for the period
F ' o
l, { ) purchase § in time for adip commercials for the period
to
i ( ) cther

The cost will not exceed $ S;dd()

{ )JThe coat will be allocated at % for the DNC and
% for Clinton/ Gore "85
l)Q Attomneys to determine
Wiy goeisy &7 30! Pz
signaturs
¢t Ted Carter KEarold Ickes B.J. Thomberry Lyn Utrecht
JefT King Doug Sosnik Brad Marshall Jozn Pollitt

IEIERARERR o sz

DNC222-00546
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Dater S‘ }j Revised 4/17/96

 MEMO!
T0: JENNIFER O'CONNOR

FROM: HAROLD ICKES
DOUG SOSNIX

RE: AUTHORIZATION TO SQUIER, KNAFP, CCHS

: oa__ M Y 1996, Squice, Enagp, Ochs were suorant to
( yplobocs ______ anomaties, oot excaed s __ toml,

{ ) produca T.V. spots, not to exczed 3 total,
e $4) purchase $ | 303, RO in time for gy commercials for the period
NMeaxy 1& o :
{ ) purchase § ¢ in ime for mpdia commexcials for the pericd

£ ©

{ ) other

The cost will not exceed $__ /2.0 S&O

( YThe cost will be allocated at /00 % for the DNC and

P A PR

/7 sijnature
c:  Ted Carter Harold Iekes B.J. Thomberry  Lyn Utrecht
Jeft King Doug Sosnik Brad Marshall Joan Polliti

EHHIEER pNe 3479268

DNC222-00528
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- Revised 4/17/96
Dute: ___o/ /5 -

MEMORANDUM
TOC: JENNTFER O'CONNCR

FROM: HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO SQUIER, KNAFP, OCHS

Oa J’?M 10 1596, Squier, Ennpp, Ochs were suthorized to:
ngw___a._mmm.mmmms (SO _ tonl
()produce _________ T.V. spots, not to exceed § total,
{ ) purchass § in ime for fy commercialy for the period

0
( ) purchase § in time for mdio commezcisls for the period

o .

( ) other

The cost will not excesd $ /7“500

{ YThs cost will be allocated at - % for the DNC and
% for Clinton/ Gore *96
}Q Attomeys ©0 determine @,\ /
i ignature
etz Ted Cartey Haroild lckes B.J. Thomberry yo Utrecht
Jeff King Dovg Somik Brad Marshali Joan Pollint

DNC 3479297

i
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Revised 41796

Date: /ﬂﬂffg
MEMORANDUM
T0: JENNIFER O°CONNOR
FROM: HAROLYD ICEES
DOUG SOSNIK

RE: AUTHORIZATION TO SQUIER, KNAFP, OCH3
On ﬂ\nu b 1996, Squier, Knapp, Ochs were suthorized to:

oqmm é enomaties, nol to exceed $ ?—000 " total,

( ) produce T.V. mots, 2t in exceed § total,

( ) purchess § in time for 1y commercials for the peried

u’ L
( )purchaza § in time for rdip commercials for the pesiod
te

{ ) other

The cost will not exosed $ 3;000

( Yhocostwil beallocaredat ______ % for the DNC and

% for Clinton/ Gore '96
Atomeys to determiine

ﬁ (o i Y
ee:  Ted Caster Herpld Ickes BJ. Thomberry Lyn Utrecht

Jef? King Doug Sosnik Brad Marshall Joan Polit

IHIEER DNC 3479295

DNC222-00552
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D # 2 Revised 417/96
MEMORANDUM
TO: TENNIFER O'CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIK

RE: AUTBORIZATION TO SQUIER, KNAPP, OCHS

On ,/‘/d/éf Z 1996, Squicz, Knapp, Ochs were sutbostzzd to:
: { ) producs anomatics, not 10 exceed $,  owl
. ( Yproduween ________T.V. spots, not to exceed § total.

¢)) purchass $ 4 AN SO in time for ty comemescials for the period
/'7:2?':1 © [

( ) purchase § in tme for : commercialg for the period

K

{ ) other

The oot vill oot exceed $___|, A3 k7

( YThe cost will be silocated at /4 % for the DNC and
% for Clinson/ Gore '96

{ ) Attomeys t determine |
Vs £ vow JTF19% _

ggnature
cc:  Ted Carter Harold lckes B.J. Thomberry Lyn Utrecht
JefY King Doug Sosnik Brad Marshall Joan Poliitt

F{E DNC 3479292

DNC222-00549
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Revised 4/17/96
Date: 5\(n\1b
MEMORANDIM
T0: JENNIFER O'CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIX

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

on /ﬂ@g b, 1446 1996, Penn and Schnen wers suthorized 1o:

(){mdmnponofabom $00 __ sunples, not to excoad $_30 , 000 oml.
( ) conduct mall texes for T.V. spots, not to exceed $ totl,
{ ) cther

Thiz cost will not ezceed $ aQ,UOO .

{ )The cost will be allccated at % for the DNC and
% for Clinton/ Gore '96

/b{amwmmm

It will be conducted on __asy b
d

signature
2 Ted Carter Harold Ickes B.J. Thombesry Lyn Uechi
Jeff King Doug Sosnik Brad Marshall Joan Poilitt

b )
: el it

f0AR DNC 3579203

DNGC222-00550

arracmmye. M
Page 1 __or 7] .

Lot |




Reviwed 4/17/86

Date: J’\w{j
MEMORANDUM
T0: JENNIFER O’CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIK
RE: AUTHORIZATION TO PENN AND SCHOEN F:OR POLLING
On N\o.s.%f&c 1996, Penn and Schoen were authosized tc:

( ) conduct a poll of about samples, ot to exceed § total,
() conduct mall tests for __ 5 T.V. spots, not to exceed $_39.000 _ total,
( ) other

The cont will not exceed §_24, 000

( )The cost will be allocated at % for the DNC and
% for Clinton/ Gore "S6

(>4 Attorneys to determine

It will be conducted en

Ve wrem - /B1RS
signaturs

cc:  Ted Certer Harold Tckes B.JJ. Thomberry Lyn Utrecht
Ieff King Doug Sosaik Brad Marshall Joan Pollitt

[ DNC 3479294

DNC222-00551




Revised 4/17/96

Date: %'[/0
MEMORANDUM

TO: JENNIFER Q'CONNOR

FROM:  HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

on /ﬂdﬁ [0 | 1996, Penn and Schoen wers authorized t:

¢

i ( yconductapollofabout _________ samples, nottoexceed $_________ total.

T4 contuct mall tests for S T.V. 5pots, not 10 exceed § £ 200 wal

The cost will not excesd 3 a/; 000

{ )The cost will be allocated at % for the DNC and

% for Clinton/ Gore '96
sig

}Q_Auomeys o determing
ture
cc:  Ted Carter Harold Ickes B.J. Thombesry Lya Utrecht
Yeff King Douyz Soznik Brad Marshall Joan Pollitt

It will be conducted on SI/)/

NI IEMNERE pNC 3479296

DNC222-00553
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Revised 4/17/88

Date: S:} (7
MEMORANDUM
TO: JENNIFER O'CONNOR
FROM: HAROLD ICKES
DOUG SOSNIK
RE: AUTHORIZATION TO PENN AND SCHQEN FOR POLLING
on__ A )7 1996, Pean and Schoen were authorized to:
() oon;{:u a poll of zhout mmples, not to exceed $ total.
(>3 conduct mall tests fm‘ ___é__ T.V. spots, not to excoed § total.
( ) other

The cost will 501 exceed $_2} 4, 600

{ )The cost will be allocated at % for the DNC and
% for Clintor! Gore "96

() Attorneys to determine

It will be conduced oo Maw  |§

v )

signamre
Ted Carter Harold lekes B.J, Thomberry Lyn Utreeht
Jeff King Doug Sosnik Brad Marshall Joan Pollin

M EEREER o e

DNC222-00545
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Revised 4/17/96
Dates S} | #
MEMORANDUM
TO: JENNIFER G'CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIX
RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING
1 on 1996, Pean and Sehoer were authorized to:

( ) condust a poll of about __F)O _ sumples, not to exceed §_ Y, €4 total.

( ) conduct mall tasts for T.V. spots, not to exceed $ toml,

( ) other

The cost will not exceed $__ 0. {¢0 .

{ JThe comt will be allocated at % for tha DNC and
% for Clinton/ Gore ‘96

%\Ammep 10 determine

uwmhaoundmumjgw 139 /Y
Vet i m i} 9
signature

c:  Ted Carter Harold Ickes B.J. Thombexry Lyn Utrecht
Jeff King Doug Somik Brag Marshall Joan Pollitt

¢ .

?s‘

DURERMEABEY prC 3479287

DNC222-00544

mnscmmye M)
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Revised 4/17/98

Daes __S| 17
MEMORANDUM
JENNIFER O"CONNCR

FROM: HAROLD ICKES

DOUG SOSNIX
AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

1596, Pznn and Schoea were anthorized w:

()wwamﬂofmﬁmﬂu.wmms_MM
{ ) conduct mall tests for i Q, T.V. spots, not to exceed § (Q dge/ _ towd,
( ) other J,._ZZ— 1S6 ";d/rg?ﬂbd

The cost will not exceed $ l(L,OOﬁ‘J

( )The cost will be allocaled at % for the DNC and
% for Clintor/ Gore '96

,k’Q/Ammy:wdmine

It will be conducted on ﬂfd;/ /Y

(-~

J

Mot artn 20/ Y
signaturs

Ted Carter Harold 1tkes B.J. Thombesry Lyn Utrechs
JefT King Doug Sosnik Brad Mayshall Joan Pollitt

1l DNC 3479286

DNC222-00543
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Revised 411796

Date: ‘.3"//?’
T

MEMORANDUM
™ JENNIFER O'CONNOR
FROM: HAROLD ICXES
DOUG SOSNIX
RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING
Oa 1596, Penn and Schoen were authorized to:

{ ) othar

( ) conduct mall tesee for

. Yfonduct a pall of sbout __ 700 __ samples, not to exceed $__ 1, {00 toat.
T.V. spots, nok to exceed § total

The cont will not exoeed §__ 4, ¥00

{ YThe cost will be allozated at

% for the DNC and

% fer Clinton/ Gore *56

/’anmyzmdmmine

nwmmmm_ﬁ%’ /S

cg:  Ted Canter Harold Ickes
Jefi King Doug Sosnik

signature

B.J. Thornberry Lyn Utrecht
Brad Marshall Joan Pollitt

i

i

Bl pNe 3479285

DNC222-00542
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. Revised 4/17/96
Date; Sb_?'
A
MEMORANDUM
TO: JENNIFER O'CONNOR
FROM: HARQLD ICKES
DOUG SOSNIE
RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING
On 1996, Pean and Schoen wers authorized to:

_fx) conduct 3 poll of about 26'67 samples, not 0 exceed $__ 4, {45 total.

{ ) conduct mall tesis for T.V. spots, not to exceed $ total.
( ) other
The cost will pot exceed $
{ )The cost will be allocated st % for the DNC and
% for Clinton/ Gore 96
D(Ammmdwmm
It will be conducted on 724/ /5
7
Meas b 572079
gignature
cc: Ted Caner Harsold Ickes B.J. Thomberry Lyn Utrecht
Teff King Doug Sosnik Brad Marshall Joan Pollitt

DNC222-00541

ATPACHMENT -__H.L.._...
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Revised 4/17/9%
pate: S|aO
MEMORANDIM

™ TENNIFER O'CONNOR

FROM: HAROLD ICKES
DOUG SCSNIK

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

on /j/]fw 20 1996, Penn and Schoen were suthorized to:
pl_wnducz“gponomm 200 _ samples, not to exceed $_3 () O total.

{ yeonduct mall tests for ________ T.V. spots, not to exceed 5 total,

{ ) other

Ay AIL_QQ\ _l")[)\i

The coxt will not exceed $_RQ YOO
{ JThe cost will bs allocated & % for the DNC and
% for Clinton/ Gore *96
}{Ammysmdmmine
It will be conductad on ﬂ![&t_‘fa@ .
TSR v Ll
[
cc: Ted Carizr Harold Ickes B.J. Thamberry Lyn Utrecht
Teff King Doug Somik Brad Marshall Joan Pollitt

A IEM B BAAER DNC 3479273

DNC222-00530

srnacmmnr AL | o7 |
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Revised 4/17/96

Date:
MEMORANDUM
TO; JENNIFER O'CONNOR
FROM:  HAROLD ICKES
DOUG SOSNIE

RE: AUTHORIZATION TO PENN AND SCHOEM FOR POLLING
on /fﬂJLg\& 1996, Penn and Schoen were authorizad to:
¥ conduct a pou of about samples, not to exceed S, total,
1 K)mmnmfm__f__r.v. 3pOts, ot 1o exceed § aa)aal) total,

( ) other 7‘

2 Colo St cdbmans SPy
T Ow E g -

The cost will got excesd §
{ )The cost will be allocated at % for the DNC and
% for Clinton/ Gore 96

96 Attomeys to datermine

It will be conductad on
bt o i g frn f%
signature

ce:  Ted Carter Harold Tekes B.J. Thornberry Lyn Utecht

Jeff King Doug Sosnik Brad Marshall Joan Pollitt

RATEIERANERID DN 347920

DNC222-00526

arracmmnt 4] { oF |
Page_ [0 or [} _




Revised 4/17/94

Date: S));\
. ~7
MEMORANDUM
T0: JENNIFER O'CONNGR
FROM: RAROLD ICKES
DOUG SOSNIR
RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING
On / 1996, Penn and Schoen wer axthorizsd to:
}q\mdauapouofabwt & sumples, not 10 excoed § aa,m toal.
{ ) conduct mall tests for ________ T.V. spots, not to excend § total.
{ ) other

The cost will noe exceed $__ A0 dd() .

{ )The cost will ba allocated at % for tha DNC and
% for Clintos/ Gore "96

(%f Attorneys to determine

It will be conductad on

et metn T[T 0i%
signature

«:  Ted Carter Hezrold Ickes B.J. Thomberry Lyn Utrecht
Jeff King Doug Sesnik Brad Marshall Joan Pollin

BEHL pre 3479270

LI

DNC222-00527

areaceEnt AN - \
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' Revised 5/23/96
Date: __ 7 } /
MEMORANDUM * /4

T0: JENNIFER O'CONNOR

FROM:  HAROLD ICKES
DOUG SOSNIX
i RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING Q,‘D

On /) \\\\J \T 1996, Penn and Schoen was auth/oém 1o

O\ .
£>3.conduct a poll of about _ 3 (4D samples, not to exceed s_aﬁ;@om

( ) conduct mall tests for T.V. spots, not to exceed $ tofzl—
{ ) other -

30,00°
The cost will not exceed $ %J-@Qﬂ

( )The cost will be allocaied st % for the\DNC and
% for Clintor/ Gore 96

! A Attomeys to determine

It will be conducted on_ Ly )
3

Vs 3utmy 3119

signature
cc:  Peter Knight Ted Carter  Harold Ickes B.J. Thomberry Lyn Utrecht
Mark Penn  Jeff King Doug Sosnik Brad Marshall Joan Pollitt
FEC-4Z292

Sub. &/23/797

armacmEny 4] | of %
Page f A __or 1]
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Revised 5/23/96

Date: ‘JX\-

MEMORANDUM < ;7

O JENNIFER O'CONNOR

FROM: HARQLD ICKES
DOUG SOSNIX ’

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

Mo,

On \X\)\u‘ \ 1996, Penn and Schoen was authorized to:

( ) conduct a poll of about samples, not to exceed $ total.
j.conduct mall tests for ,3 T.V. spots, not to exceed $_JO ACI)  toml,

¥it
il
g3
s -

-
| tdised " Step then

: ¥
RE g) n,fg“}boms ¥s oaWak ad

The cost will not exceed $ /10, OO0

( )The cost will be allocated at % for the DNC and
% for Clinton/ Gore "96

%d Attiorneys to determine

It will be conductad on Ou\U Q
] .

Woee/ BUn  3fye

signature
cc:  Peter Knight Ted Carter  Harold Ickes B.J. Thomberry Lyn Utrecht
Mark Penn  Jeff King Doug Sosnik Brad Marshail Joan Pollitt
FEC~4290

Sub. &/I3/37

»~

ATTACIMENT
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' Revised 823196
Date: ‘@l (2
MEMORANDUM i
TO: JENNIFER O'CONNOR
FROM: HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING
On %\\u\\b{ \3 1996, Penn and Schoen was authorized to:

'(jé\condlk a poll of about __lc_\}_b__ samples, not to exceed $_} A :, do toza!..‘

( Jconduct malltests for ________ T.V. spots, not to exceed § total.

( ) other 40/ Sal,_{/m)/r @ $3;5.“

200 saﬂmje @ S’/c?

The cost will not exceed § J %L 400 .

( )'me cost will be allocated st % for the DNC and
% for Clintory Gore '96

( ) Attorneys to determine

It wiub;.oonducm on 3! 13

cc:  Peter Knight Ted Carter  Harold Ickes B.J. Thomberry Lyn Utrecht
Mark Penn  Jeff King Doug Sosnik Brad Marshall Joan Pollitt

e areen 5y37og
signature

FEC-azag
Sup. &/2%s,97

,e

yvmacmayt M1 £
Page __ JN_or_ 11 \ o
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Revised §/23/96

Date: %! 14
MEMORANDUM +F 3 S
TO: JENNIFER O'CONNOR
FROM: HAROLD ICKES
DOUG SOSNIK
RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING
On ﬁZ 1 Sguil Y 1996, Penn and Schoen was authorized to: .
,PQeonthct a poll of about _ (> £ samples, not to exceed $ Ld, 490 total.
( ) conduct mall tests for _________ T.V. spots, not to exceed $ towal. .
( ) other FCO crbiagen s G RAS
£ cu ‘! ©d) QA

The cost will not exceed $ 12 4 (U

{ )The cost will be allocated at % for the DNC and
% for Clinton/ Gore '96

(/Q Attomeys to determin=

It will be conductedon  J3..1 [/
/

s/ Dt € [ 19015

signature

cc:  Peter Knight Ted Carter  Harold Ickes B.J. Thomberry Lyn Utrecht
Mark Penn  Jeff King Doug Sosnik Brad Marshall Joan Polliit

FFC-47064
Sub. &/23/97

e

ATTACENENT ALy
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Revised 5/23/96

Date: SJH

B
MEMORANDUM

TO: JENNIFER O°CONNOR

FROM: HAROLD ICKES
DOUG SOSNIK

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

On _Tk\) Q\US)( "i 1996, Penn and Schoen was authorized t0:

( ) conduct a poli of about samples, not to exceed $ total.

©)conduct mall tests for ____ 2\ ?—%Epau. not to exceed $_[ 000 towl.
Cef(s
( ) other

Resgms.aa@ BN “elan’

The cost will not exceed $_/0 () 0

{ YThe cost will be allocated at % for the DNC and
% for Clinton/ Gore '96

03, Antomeys to determine

It will be conducied on A\_LQ\\] =1 \5

Hawd Bus 197
signatore

cc:  Peter Knight Ted Carter  Harold Ickes B.J. Thornberry Lyn Utrecht
Mark Penn Jeff King Doug Sosnik Brad Marshall Joan Pollitt

FFC-4789
Sup. &/23/597
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Revised 5/23/9¢

Date: E/ /S
MEMORANDUM _
TO: JENNIFER Q'CONNOR

FROM: HAROLD ICKES
DOUG SOSNIX

RE: AUTHORIZATION TO PENN AND SCHOEN FOR POLLING

On /d Ud11s "/ / § 1996, Penn and Schoen was authorized to:

. ! .
X conduct a poll of about L6 samples, not to exceed §_/ ‘él Y60 o,

( ) conduct mall tests for T.V. spots, not to exceed $ total,

( ) other i/[sd O $AS
o ¢ $1d

The cost will not exceed $ }&7 Y00

( )The cost will be allocated at % for the DNC and
% for Clinton/ Gore '96

(~J-Attomneys to determine

It will be conducted on ,/\'] g, /S

7

(LA
L /6 .

signatur

cc:  Peter Knight Ted Carter  Harold Ickes B.J. Thomberry Lyn Utrecht
Mark Penn  Jeif King Doug Sosnik Brad Marshail Joan Poilin

FEC-4287
Sub. &/23/97

A

xr'mmm__iﬂ_.___ | of)
Paga_j 7 - of ..L'l......




12824562454
126245624649 TD: 282 863 B174 PRGE: B3

13 Juna 19%6

nr. William Knapp
Sguiar, RKnapp

501 2nd Btreet, M.E.
Waghington, D.C. 30003

gy saimy

bear Bill: ity

By clcue of businese (S5 p.m.) Thuredsy (13 June), plasse provids
pa with budgsts for propomsd media expenditurecs for the peried 17
June - 22 August 1996. Pleasse producs two budgets - one for the
ONC snd one for the Ra-elasct. The budgets should Bp on & vaak by
Do veaek bAEls and should shov separate line itema for the following
P catagorise:

£ i. Talevision timg (inciuding commission)
war a. Froduction
- 3. Preduction costs of animstica

¢ 4. Preduction costes of spots

b S. Jo¢thor production costs

£l 6. Costs of ahipping spots te stations

‘ 7. Any other costes for which you wilil ragueat

rajinburaenent. PFor these, plenss 2d4 a footnote
explaining vhat they are.

Floase conault Joa sandlar snd Lyn Utrecht for the appropriate
allocation.

Please call Janniger ©’Connor 1f you have Quastions.

Sincarely,
‘q-y_-‘-'ﬂf"-‘

Harold Ickes

cec: Doug Sosnik
Karen Hancox
Jennifar O‘Connor
Pator Knight
Joe Sandler
WY Bea D) ¢ Wasirasuw, 130 IR0e-20031 o AT N3Y 1A - e W2 Q0 WA

PRabcr ol e prm Gomgn it ke N FRinaans t WAl b, e 0 L ama I PEM A b T ing e st O AR R e AR WU

] DNC 3387741

DNC183-01269

N2,
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SUN-Iq 96 18158 FROM: 9 12824562464 TO: 2% 853 Bi74 PRGE: B4

Lyn Utrecht

;- ) £
H I K
v R [

i pNC 3387742

DNC183-01270
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June 24, 1996

MEMORANDUM FOR THE PRESIDENT
THE VICE PRESIDENT

CcC: LEON PANETITA
EVELYN LIEBERMAN
MAGGIE WILLIAMS
RON KLAIN
DQUG SOSNIK
KAREN HANCOX
JENNIFER O’'CONNOR
PETER KNIGHT

FROM: Harold Ickes
SURJECT: Financial terms with The Neovember 5§ Group

As the result of several recent meetings which included Mark Pesin, Bill Knapp, me,
Doug Sosnik, Peter Knight, Karen Hancox and Jeanifer O'Connor, we have reached
agresment on assumptions, methodology and calculations regarding financial terms with the
November 5 Group ("Group®), No agreement, however, has been reached on the financial
terms themsalves, There i3 a substantial gap between my last offer of 2 May and the
Group's most recent ofier of 16 June — a difference of $1.7 million in commissions on $100
million gross ime buy.

We are now at the point for you to make a final decision on the terms you are
prepared to agree to.
Summary:

The most recent offer by the Group on a $100 million gross time buy would result in
commissions of $7.234 million. Their September offer or $100 million gross time buy would
result in $6.825 million in commissions. My last offer on $100 million gross ame buy would
resylt in $5.698 in commissions.

The Group's argument that they should now be paid some $600,000 more in
commissions on $100 million gross time buy compared to their September offer

1

FEC-40486

Sub. &/Z3/97

srracmny_ A3 ,
Page._ L__vz_4 3 Lo
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0023362

(notwithstanding that there have been no material changes in circumstances of in the unit
costs of providing services) is that they have worked these past months without the security

of a contract.

Six options are set forth for your consideration at the end of this memorandum, along
with a recommendation.

In making your decision, please keep in mind: 1) the Group’s offer of Sepicmber,
which is $600,000 lower in commissions (based on 3100 million gross time buy) than their
most recent offer of 14 June, and which is also lower than their other offers of 18 April and
29 May; 2) that when they made their September 1995 offer, they expected to make a certain

*profit” ($6.2 million in commissions and retainer fees on $80 million gross time buy which
is the total nme buy they annctpated at the nme they made theu- September offer) b,m

i e "pI 10ss time | they have alrwiy reecwed a
substanual amount of their pmﬁt" 'up fmnt" and 4) it is important to structure a financial
arrangement that permits the purchase of as much air time as possible, which implies an
agreement with a bonus incentive that provides for lower commission payments to the Group
between now and 5 November with the “balance® to be paid as 2 "bonus® afier the election, -
if you are re-clected.

Background:

Beginning June 1995, to date (June 25, 1996), $43.2 million in gross media time has .
been spent on paid TV spots, of which approximately $4. imillion has been paid in
commissions and $37.6 million has been used to purchase air time.*

Based on FEC reports®®, it appears that Dick Morris is receiving at least 29% of
commissions paid on time buy, in addition to his monthly retainer of $14,000. He also is
reimbursed for all trave! related expenses. Thus for the period July {995-25 June 1996, he
has received an approximate total of $1.34 million (29% of $4.1 million total commissions
plus $154,000 for 11 months retainer) or an average of $122,091/ month.

* The fact that the $37.6 million plus the $4.1 million don't add $43.2 million, is because of
the <2lculation method used by the Group for its early buys.

* Prior to the fosmation of The November § Group, the Re-elect and the DNC were
required to report to the Federal Elections Commission (*FEC*®) the amount of time buy
commissions that Squiet/ Knapp paid to Dick Morris, gf,_al, Squier, gl, al. reportedly
formed the Group partially to preclude having to disclose how the commissions are split up
among them. Thus since the Group was formed, on or about {4 February 1996, there 1s no
way of determining from FEC reports how time buy commissions are divided.

2

FEC~3040
Sub. &/23,97
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& 0023353
Currently the weekly mecia time buy is some $3 million gross on which a
commission of 7% net is being paid. That, combined with Dick Morris® $14,000 monthly
retainer, amounts o commission plus retainer payments to the Group of $200,00(0/ week
(assuming 4.3 weeks/ month) or $360.000/ month. -

Time buys of $2 millioa gross/ week with a commission ef 7% net, plus the Morris
$14,000/ month retainer, amounts to commission/ refainer payments o the Group of
$134,097/ week or $576,617/ month.

Actual and estimated gross time buy, commissions, medis production, polling and

travel related expenses for the period December 1994 - November 1996 are detailed in
schedule A, dated 6/24/96, attached as tab A.

Schedule B, dated 6/4/96, attached as tab B, describes the different proposals made
beginning with the Group’s proposal of September 1595.

Schedule C, dated 6/10/96, attached as tab C, details the estimated proposad time
buys for the period June 1995 through 4 November 1996.

The current positions are as follows:

{millions)
G ime | c . .
1. Group's latest $80 $6.239 8.64%
of 6/14 100 7.434 8.16%
120 8.016 7.26%

©357.3 pre-convention; balance in general

9%3.4 in commission (10.4% gross or 12.5% net on first $32.9 million in
gross time buy)

©6.35% net on next $67.1 million time buy

©3.0% net on all over $100 million time buy

eAverage 8.64% net commission on first $80 million time buy

eAverage 8.16% net commission on first $100 million time buy

® Average 7.26% net commission on first $120 million time buy

(millions)
. G ime | c .
2. Mydast offer $80 $4.791 6.5%
5129 100 5.698 6.14%
120 6.467 5.77%

©$58.7 pre-convention; balance post convention net

3
’ FEC-4D30
Sub. &/23/97
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0023364

#83.4 in commission (10.4% gross or 12.25% aet on first $32.9 miliion in
gross time buy)

©2.58% gnet commission on next $47.1 million gross time buy

84.75% pet commission on next $20 million

©4.0% pet commission on all time over $100 million

®Average 6.5% net commission on first $80 million time buy

@Average 6.14% net commission on first $100 million time buy

®Average 5.77% net commission on first $120 million time buy

{millions})
g ime | Commissi
. 3. Group's Sept.  $80 $6.175 8.33%
i offer 100 6.825 7.30%
120 7.425 6.58%

®When they made this offer, the Group assumed:

@3$50 million in post convention

@10% gross commission on first $10 million gross time buy

: @7% gross commission on next $20 million

: 3% gross on remainder of pre-convention spending

®7% gross on $350 million in general

e monthly retainers of $10,000 for Pean & Schoen and $15,000 for
Squier/ Knapp for 13 months October 1993-Octaber 1996

eI point out that when they made their September 1995 offer, they
undoubtedly expected any final agreement would be jower then their
offer.

The important fact is that in making their high September proposal (see item 1b of
schedule B), the Group expected that total media wdmg would be approximately $80
million_gross ($30 million pre-convention and a maximum of $50 million post-convention).
Thus when they made their September '95 offer, they anticipated eaming some $6.175
million in ime buy commissions and retainer fees for Squier and Penn plus $182,000 in fees
for Morris, for a total of 36.35‘7 million, through 5 November 1996.

Under their September offer, they anticipated eaming about §7.6 million (including
$182,000 for the Morris retainer), on $100 million gross time buy.

R

On 14 June (s¢e item 6 of schedule B), the Group increased their offer by $64,000 to
$6.239 million in commissions on $80 million gross time buy and by $600,000 to $7.433

million on_$100 million gross time buy.

Thus, their latest proposal of 6/14 (item 6 on schedule B) on $100 million gross time

FEC—-a81
Sub. &/23/797
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0025365

buy is $600,000 over their September proposal on $100 million (sge item 1b on schedule B)
and $1.7 milliocn over my last proposal (see item 5 on schedule B).

Group Sept. *9S $6.825 (see item 1b on schedule B)
Group 6/14/96 $7.433 (3¢ item 6 on schedule B)
My last offer $5.698 (gee item 4 on schedule A)

Options:
Option #1; Accept their September 1995 offer, but hold $750,000 back, beginning

immediately, which would be paid if you win the election. This would result in $6.825
million in commissions on $100 million gross time buy for an average of 7.4% net.

Option #2: Accept their September 1995 offer without holding any commissions back
until after the November election. This would give them commissions of $6.825 million on
$100 million gross for an average of 7.4% net.

Ontion #3: Accept their last offer of 6/14 of $7.433, but hold back $1 million uniil
after the election, to be paid only if you win. This would give them commissions of $7.433
million on $100 million gross, for an average of 8.1% net, if you win the election.
Otherwise, they would be paid $6.433 million in commissions.

Option #4: Split the difference of $1.127 million between my last offer and their
September offer. This would give them a commission of $6.26 million on $100 million
gross, for an average of 6.8% net.

Option #3; Split the difference of $609,000 between their September offer and their
most recent offer of 6/14 so they would be paid $305,000 more than their September '95
offer, but the $305,000 would not be paid until afier 5 November and only if you win. This
would give them a commission of $7.13 million on $100 million gross, for an average of
7.8% net.

Ontion #6: Accept their last offer of 6/14/96. This would give them 3$7.433 million on
$100 million gross for an average commission of 8.1% net.

- S FEC~410352
Sub. 6/23/97
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, : Commissions Average %
Commissions post Total commission Netto
Opt #1 $6.075 . $.750 $6.825 7.4% net 924
Opt #2 $6.825 $-0- $6.825 7.4% net  91.7
Opt #3 $6.433 $1.0 $7.433 8.1% net 92.1
Opt #4 $6.261 s $6.261 6.8% net  92.2
Opt#s  $6.825 $.305 $7.13 7.8% net 917
' Opt #6 $7.433 $-0- $7.423 8.2% net 91.1

I think all the options listed above are too high in their favor. My last offer of
S $5.698 million in commissions (which does not include the $182,000 additional moaey to be'
' paid to Dick Morris as a separate retainer fee) (see item #5 on schedule B) is more than .
generous. Based on all the circumstances, however, I recommend opticn #1, which will give
the Group exactly what they offered during September. (It will, in my opinion, give them
more than they, in fact, expected 10 get in a final negotiated deal.) Holding back $750,000 in
commissions to be paid only if you win, gives an additional incentive to them. This option
also permits the most money to be actually spent on time buy (net to stations) than any of the
other options.

As a fallback positon, I recommend option #2, which is exacily their September
offer.

Peter Knight recommends accepting option #3 which is their last offer of 6/14, but
which holds back $1 million to be paid after the election only if you win.

Finally, with time buy ranging between $2 to $3 million/ week, it is imperative to

come to closure thi§Week, or they will have what they want leaving us with little negotiating
room. '

Foo-4053
- 6 Suo. &/23/97
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Schedule A 6124196

Actusl and estimated gross time buy, commissions,
medh pmducﬂon, poulng and tzmvei mhted

T smﬁm buy (inc. commissions): $35.4 million (6/95-5/21/96)

9 commissions: 3.6 million (6/95-5/31/96)
emedia production: 1.4 million (6/95-5/31/56)
®polling: 2.1 miilion {12/94-5/31/96)
otravel related expenses: .114 million (12/94-5/31/96)=

*very rough estimate and doesn’t include Squier figures
because they are mixed in with production

@gross time buy (inc. commissions): $23.3 miltion ‘
ecommissions: 1.34 million (based on 6.35% net)

®media production: .986 million (est.)
@polling: .626 millicn (1 June - 29 August)
otravel related expenses: 102 million (rough est.)
26 August - 30 Aygust:
®gross (inc. commissions): $.816 million
®commissions $.049 million
30 August to 5 November:
@gross time buy: (inc. commissions): $43.7 million
@commissions: 2.51 million -
@media production: 2.4 million
gpolling: 2.5 million (est.)
- atravel related expenses: .120 million (rough)

The estimatad expenditures above are based on the memorandum of 20 June 19%6
from Squier/ Knapp to Harold Ickes, et. al., and the polling budget dated 20 June 1996 from
Penn & Schoen.

FEC~ 405%
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ule B -

" L. (Internal - “Gross time buy method")

0025358

6/4/196

Time buy  Net te % Commission $Commission
Stations
la. Group9Sept $80m $4.1m 7.96% net $59m
(wio S/K-Pr8
retzines)
$100m $93.5 m 6.95% net $6.5m
lb. Group 9 Sept $ 80 m $74.1 m 8.33% net $6.175 m
Ginc. S/K-P/S
retainar)
$ 100m $93.5 m 7.3% net $6.825 m
2. C/G-DNC $80m $75.29 m 6.25% net $4.7lm
11 April
$100 m* $94.39 m 5.95% net $5.61m
3. Group 18 $80m $71.5 m 9.8% net $7.0Z2m
April
$100m $50.5 m 8§.8% net $7.97m
4, CiIG 21 $80m $13.70m 6.5% net $4.79 m
May
$ 100 m* $92.79 m 6.14% net $5.70 m
5. Group2? $80m $71.99 m 9.04% net $6.51 m
May
$100 m* $91.07m 8.14% net $7.42 m
6. Groupld $8Om $72.2 m 8.64% net $6.24 m
June
$160 m S$9l.lm 8.16% net $7.43 m
FEC-40%%
- Sub, &/23,97
ArtacEugyr___ A D g o
Page of d




5 , 0025389

¢ The commission on the $20 million added to the first $80 million o get to the first $100

million is 4.75% nét for thess proposals because all parties have agreed on that commission
5 for the next $20 million.
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